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CONFIDENCE AMID GREAT CHANGES IN MALAYA 


In his speech to the Budget session of the Legis- 
lative Council in Malaya, the High Commissioner, 
Sir Donald MacGillivray, declared that the con- 
tinuation of the Emergency will not be any obstacle 
to the Federation’s advance to self-government. He 
made this statement on the authority of the Govern- 
ment in London who will enter the projected con- 
ference in London next year on that understanding. 
The statement was applauded by the Council and 
evoked a broadcast expression of thanks from the 
Chief Minister. At the same time the High Com- 
missioner said that the Chief Minister and his col- 
leagues fully realised the valuable services perform- 
ed by overseas officers, and the need to keep many 
of them~serving in the Federation, particularly in 
the critical few years of transition ahead. 


In spite of the clamour for Malayanization, 
which is especially strong in Singapore at the mo- 
ment, there is in fact desperate need for the reten- 
tion of most of the experienced administrators and 
technicians. Nobody knows how many thousand 
Soviet experts have been working in China during 
the past six years, but it is certain that they far 
exceed all the foreigners ever previously employed 
by the Chinese Government. Chinese Ministers 
themselves have stated publicly that these experts 
practically ran everything, from planning and de- 
signing all the way down the scale to the actual 
installation and operation of the plants as well as 
in the great conservancy, railway building and other 
projects. 


There is such a shortage of engineers and tech- 
nical experts in both the U.S. and the U.K. just 
now that if the experts in Malaya find things too 
troublesome they would have difficulty in replacing 
them, unless they appealed to Japan for help. Only 
a week or two ago the Singapore Director-General] 
of Civil Aviation has to warn the Malayanisation 
Commission.about undue hastiness in Malayanising 
that department. He referred to the Constellation 
crash at Kallang last year, which he attributed 
largely to inexperience, and remarked “One false 
word from the control tower or control centre, and 
you drive 60 people into the ground or into another 
aircraft.” Alternatively, he might have added, the 
great airlines would simply wipe Singapore off the 
map. There are plenty of jobs for the boys, surely, 
without going to such extremes—even if jobs for 
the boys ought properly to be regarded as a basic 
criterion of the quality of the new order. 


Sir Donald MacGillivray went on to say, on 
behalf of the Government, that it was its considered 
policy that overseas investors could invest and con- 
duct undertakings without fear of discrimination, 
and that it would continue the policy of allowing 
overseas investors to remit funds for the payment 
of dividends and repatriation of capital. The new 
Alliance Government in the Federation looks with 
confidence, he added, to those overseas enterprises 
which work in the territory to identify themselves 
closely with the interests, aspirations and sentiments 
of the new and self-governing Malaya of the 
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future. This could be done by training young Mala- 
yans for technical and managerial posts; by re- 
investing in the country a reasonable proportion of 
profits earned there in years of prosperity; and, 
finally, by transferring to Malaya, whenever pos- 
sible, the effective seat of direction of undertakings 
whose sole or principal seat of activity was in that 
country. He was very well aware that many Bri- 
tish and other overseas undertakings had already 
led the way and he was equally confident that others 
would follow. 


Sir Donald made it clear that he did not intend 
to criticise existing or traditional arrangements. 
The institutions of the past had proved their worth 
in many ways, and he did not ignore the financial 
and technical difficulties which the changes would 
involve and which were considerable. He believed 
that the future happy relationship between over- 
seas capital in Malaya and the local peoples and 
their Government will depend on the development 
of a full sense of partnership in a manner which 
responds to the changing needs of the country. The 
institutions and methods which have served well in 
the past are likely to need adaptation to the new 
requirements of tomorrow. The touchstones for 
success will be efficiency and flexibility: a genuine 
co-operation in the policy of Malayanization by 
training and promoting Malayans; and, last but not 
least, the building up in Malaya of a tradition of 
fully responsible management which identifies it- 
self with those Malayan interests or aspirations 
which are a natural feature of the present stage of 
political and constitutional development. 


When Sir Gerald Templer, the new C.1.G.S., was 
appointed High Commissioner the directive issued 
to him by the Secretary of State contained the as- 
surance that H.M.’s Government will not lay aside 
their responsibilities in Malaya until they are satis- 
fied that Communist terrorism has been defeated. 
The assurance that Britain will not abandon the 
Malayan people in their hour of need still stands. 
But there has been immense progress since then 
and the picture today is very different from that 
in the dark and desperate days of 1952. The Com- 
munists have failed in their effort to overthrow 
the Government by force, and the Government does 
not propose to let them succeed by subversion. The 
common aim is to bring the shooting war to an end 
as quickly as possible and to ensure that arrange- 
ments for security against Communist aggression 
and subversion be adequate. But political progress 
will go on and the London talks in January will be 
followed by the appointment of a Commission to 
review the Constitution. The High Commissioner 
will himself attend the talks. 


The great strides in constitutional development 
have been made possible by the measure of trust 
established within the Federation Government and 
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between the political parties and H.M.’s Govern- 
ment. It is this spirit of trust and of goodwill, 
stressed also by the Chief Minister, that made pos- 
sible these advances. The continuation of this trust 
will make possible further rapid advance in the 
future. There are a common object and a common 
goal, said Sir Donald, and both parties are deter- 
mined to achieve it by mutual self-help, by con- 
stitutional means, and by trying to understand and 
meet the point of view of the other side whenever 
there is a difference of opinion. 


It was revealed by the High Commissioner that 
terrorist incidents had dropped from 500 a month 
in 1951 to 68 this year; civilian casualties from 85 
a month to 13; and security casualties from 99 to 
15. He said that the offer by the Communists in 
June to negotiate an end to terrorism was “clearly 
timed to create confusion before the Federal elec- 
tions.”’ No doubt the Communists hoped to claim 
credit and to win public prestige by ending the 
shooting before a Malayan national party attained 
political power. The offer did not imply any 
changes in the aim of the Malayan Communist 
Party, which still remains today to overthrow the 
Government and replace it by a Communist regime. 
The Party realised at last that they had no hope 
of gaining success by continuing their campaign of 
atrocity. They continued, however, their attempts 
to build up subversive organisations, with special 
attention to youth, and they were subjecting Malaya 
to an insidious form of attack. “The greatest dan- 
ger of all lies in the use of the well-known Com- 
munist technique of attempting to identify them- 
selves with the true nationalist movement for in- 
dependence and to ride to power on the back of 
nationalist sentiment.” 


Even if the shooting war ends it would be 
nearly two years before any substantial savings 
would result, but the new Ministers have already 
demonstrated their firm determination to come to 
grips with the many economic, social and adminis- 
trative problems in a spirit of high endeavour.. And 
the High Commissioner recounted in detail the new 
plans in hand in regard to education, health, the 
training of young Malayan technicians, housing 
and the fostering of the replanting of rubber. 


The Federation expects a surplus of M$42,390,- 
000 this year but a deficit of nearly $50 million next 
year. The Financial Secretary said the estimated 
expenditure in 1955 was $747% million and in 1956 
$793.9 million. He announced no new taxes, saying 
that the Alliance Government could not consent to 
Singapore’s proposed increase in income-tax until 
it had had time to review the whole field of fiscal 
policy. But he announced amendments to the In- 
come Tax Ordinance to encourage the development 
of mines and plantations of every kind. As for the 
deficit, the Government proposes to ask for such 
additional financial provision as may be necessary. 


December 22, 1955 


NEW ORGANIZATION 


Coil 


OF CHINESE PRIVATE 


ENTERPRISE 


It was announced in Peking on December 14 that nearly 
all private factories with more than 500 employees are now 
joint State-private enterprises. Statistics from 32 cities by 
that date showed also that three-quarters of the total urban 
retail trade is now either Socialist or State capitalist in 
nature. The Peking People’s Daily says that the best transi- 
tional form for the Socialist transformation of private retail 
stores is to embrace the entire trade into joint State-private 
firms en bloc and then transform them into State commerce. 
The Government is looking hopefully to a conference of 
“progressive” young elements in industry and commerce to 
take an active part in the enforcement of official policy. 
These young industrialists and businessmen met in confer- 
ence in Peking on December 13, and the mouthpiece of the 
Government called on them actively to accept Socialist trans- 
formation and “link their personal future with the future of 
the country.” The paper also urged them to master tech- 
nique, management, and other fields of work, so that they 
might contribute their share to the future Socialist society. 

Under the new forms of transition, it is intended to 
organise each trade as a joint State-private enterprise, which 
would presumably direct the work of all units of each parti- 
cular trade, in much the same way as the State Carporations 
were first created in 1950 by the People’s Government. 
Under the system now being adopted all the retail stores 
would operate under State trading companies. State in- 
vestments will take the form of goods. The investments 
of the capitalists become shares in their stores, and will 
receive a fixed interest. The retail trade network in the 
cities will operate according to an overall plan and this, 
it is contended, would be “highly beneficial” for consumers, 
for all the workers in the stores, and for the managerial staff 
representing the capitalists. Suitable posts will also be 
given to capitalists in the joint State-private stores. An- 
other form of transition is to commission private stores 
as sales agents and transform them later into State shops, 
retaining the employees, and with the State renting the 
equipment of the stores. 

In his address to the meeting of the Federation of In- 
dustry and Commerce, at the second session of the Execu- 
tive Committee, the Chairman, Chen Shu-tung, first disclosed 
the varied divisions among the industrialists and merchants, 
ranging from willing co-operation in the transformation of 
private enterprise to outright opposition. He then went on to 
plead for co-operation and used as his main source of argu- 
ment the “basic duty” to love the country and observe the 
law. True, the entrepreneurs had made much progress in prac- 
tical action in past years, ie., before the Communists came 
to power. Some, he said, regard patriotism and observance 
of law as platitudes. Some consider it easy to love the 
country but difficult to observe the law; and some consider 
it easy to observe the law but difficult to love the country. 
“Country” is no longer a term of broad application but has 
been given a class content. The world is now divided into 
two camps which are entirely different in character. The 
people’s democratic dictatorship could not be transformed 
into a bourgeois dictatorship. Any attempt to take the 
capitalist path meant allowing reactionaries and imperialists 
to stage a come-back in China, pushing China back to “the 
miserable old path of colony and semi-colony.” Thus, he 
added, this path is ‘‘the path of death which the whole nation 
will never allow us to take.” 


After this specious argument, he went on—ignoring the 
example of the vast growth of non-Communist societies both 
in North and South America and in Europe—by insisting 
that only through Socialism could China be freed from 
poverty and backwardness and the labouring People enjoy a 
happy life. Love for the country meant love for a Socialist 
country, and patriotism entailed the strengthening of the 
present regime. Observance of law meant active efforts to 
safeguard the people’s democratic dictatorship by observance 
of the Constitution and various laws, ordinances and re- 
gulations. 


Socialist transformation meant that enterprises had to 
change capitalist private ownership into Socialist public 
ownership. Individuals had to change themselves from ex- 
ploiters to Socialist citizens fond of labour, with labour skill 
and living on their own labour. “Undoubtedly this will be 
a process of long-term and arduous struggle,” he added. In 
introducing joint operation and merging private factories, 
the interests of the whole country must be taken as the point 
of departure. They must link up the interests of individuals 
with the interests of the whole country, carry out the prin- 
ciple of guiding the small by the big and guiding the back- 
ward by the advanced and lead each and all to take the path 
of amalgamation and joint operation. 


In the field of commerce, amalgamation and joint opera- 
tion are now being carried out on the basis of unified ar- 
rangements in some areas. The new method has been created 
of placing the whole of each trade under joint operation. Rigid 
economy is “an important principle of operation and man- 
agement of Socialist enterprise.’ China mainly depends on 
this for accumulating funds for the Socialist industrializa- 
tion. Private industry and commerce, he said, are charac- 
terised by “serious waste in production and industrial man- 
agement.” In reforming their enterprises they must also 
reform the personnel. 


The important task of the moment for the industrialists 
and merchants is “to throw ourselves into the struggle for 
rounding up all counter-revolutionaries in order to safe- 
guard the gains of the revolutionary victory and ensure ful- 
filment of the Five Year Plan. The struggle between re- 
volution and counter-revolution is inordinately violent, acute 
and complex during the period of great social evolution. 
The victory of Socialist construction would cut the roots 
of imperialism and the Chiang Kai-shek reactionaries in 
China. This, he said, is bound to arouse jealousy and hatred 
on the part of the enemies of the people. Therefore patrio- 
tic industrialists must combat all counter-revolutionaries. 
The seriousness of the danger of counter-revolutionaries is 
not to be measured by mere numbers. Given a free rein, 
even a few could do incomparable damage. Therefore they 
should help to round up all open and hidden counter-revolu- 
tionaries and to smash subversive activities. 


Chen Shu-tung complained of an attitude of passive 
resistance and in some cases of active resistance. Some of 
them had misgivings with regard to the campaign for round- 
ing up counter-revolutionaries and were even afraid of being 
implicated. Such misgivings were “entirely unnecessary.” 
Some industrialists and merchants, even if they did have 
relations with counter-revolutionaries in the past, could ex- 
plain them away if they presented their case to the Govern- 
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SOUTHEAST ASIAN PROBLEMS 


By John E. De Young 


Today 600 million people, two-thirds Indian, inhabit the 
triangle that is Southeast Asia. The pressure of population 
keeps increasing; Java has to support 50 million inhabitants. 
All these multitudes have much in common. The area’s 
source of strength, as well as of confusion, lies in the fact 
that, culturally as well as racially, it is a melting pot. Prac- 
tically all the world’s great religions have entered SEA and 
blended to form unique patterns. Hinduism, with its Brah- 
manistic patterns, is the dominant influence at present; at 
one time it was Buddhism; later, Islamism; and in the 
Philippines, Christianity. 

Whatever the religion, a similar peasant society based 
on wet rice agriculture prevails, marked by the use of 


ment. Propaganda should be carried out among those be- 
fogged and lethargic, and so enhance their understanding. 


“We have often heard people asking: ‘What are ad- 
vanced elements and backbone elements?’ and ‘what is the 
criterion?’ This question seems to be complex and abstract 
but, in fact, can be easily cleared up. To my mind, ad- 
vanced elements and backbone elements are first charac- 
terised by their capacity, under Party and Government 
leadership and through uninterrupted self-education and self- 
reform, to look forward, to take a broader and longer view, 
to see the course of the development of Chinese society, to 
see the bright future of Socialism without the fear of 
Socialism, and, consequently, to place their destiny into their 
own hands and consciously and gladly accept Socialist trans- 
formation and take an active part in the glorious ranks of 
the builders of Socialism. 


“Among us industrialists and merchants, however, there 
are still some who cannot take a longer and broader view, 
cannot see the superiority of Socialism, cannot see clearly 
their own future but stick to their old property, do not want 
any change and are afraid that Socialism will deprive them 
of the means of production. Actually in a Socialist society 
what is lost is only small private means of production while 
the Socialist property as a whole is owned by all the people 
of the country. The material and cultural level of the 
industrialists and merchants will also be 
elevated continuously. Socialism is aimed at greater pro- 
sperity for all. It is the responsibility of advanced and 
backbone elements to tell others what we know and see that 
others also take a broader and longer view. These elements 
continue to grow in number and emerge as the core from 
the ranks of industrialists and merchants along with the 
progress of Socialist transformation.” 

But transformation, he added, is now deepening and the 
position becomes more complicated. To meet the new situa- 
tion, the backbone elements have to assume more heavy 
responsibility, must rally closely to the side of the Party 
and the Government, maintain close contact with the masses 
and while remaining humble and modest and not conceited, 
they should not lose heart when they encounter difficulties. 
“In their work they must boldly speak for the legitimate 
interests of the industrialists and merchants and reflect 
their reasonable demands before they can build connections 
and form a compact body with the masses. They must at the 
same time strictly bring to light unlawful conduct and sub- 
ject their erroneous ideas to the necessary criticism before 
they.can play their part as a bridge.” 


improved and. 


carabaos, terracing, houges erected on posts, and in earlier 
days an ingrained spirit worship. The Philippines, Thailand, 
Indonesia—all follow this typical Malayan culture pattern. 
Fifteen hundred years of Buddhism in Thailand and 500 
years of Christianity in the Philippines have not succeeded 
in erasing spirit worship. Compared with such cultural iden- 
tity, differences in language are perhaps minor. 

For 2000 years SEA knew the tribal allegiances and 
organization associated with wet rice agriculture, long be- 
fore Hinduism or (by 800 A.D.) Buddhism ever invaded 
this region from India. After the inflow of Brahmanism, 
Islamism moved southward out of north India, avoiding the 
solidly Buddhist countries (Burma, Thailand, Indochina), 
and entered Indonesia. Only Bali, the last Javanese out- 
post of the Hindu-Brahmans, was saved from Islamism, by 
the entrance of Dutch traders, who restrained the coming 
of Mohammedans to that particular island. 


In the 17th and 18th centuries, European contact with 
SEA was almost completely of a commercial nature, main- 
tained by the East Indian Companies. Not until the com- 
merce was threatened, at the start of the 19th century, did 
political interest—colonialism—actually gain any impetus: 
Holland in Indonesia, England in Burma and India. Colonial- 
ism was encouraged by Europe’s growing need, during the 
industrial revolution, for raw materials and later for markets 
for manufactured goods. Ironically, colonial wealth often 
provided for those educated and intellectual leaders who 
gradually urged the emergence of nationalism! Thus 
colonialism has defeated itself. 


Through westernization of Asia’s economic and health 
conditions, India’s population has increased 52% in the past 
50 years; Thailand’s 23 times; Java’s, over 10 times; the 
Philippines’, almost 3 times- With the introduction of 
miracle drugs and large-scale health programs, malignant 
killers like malaria and t.b. will be reduced further. Cey- 
lan’s malaria-control program, for example, reduced general 
mortality by 1/3 and infant mortality by 50%, between 1948 
and 1951. With the help of UNESCO, WHO, and FOA, 
SEA’s population might double by the year 2000. 


If anything goes wrong with Java’s rice harvest, famine 
results. With machinery Thailand and the Philippines could 
Support as much as four times their present populations. To 
solve such inequalities in over- and under-population, the 
peoples of SEA need only work as a unit, at least until 
birth rates decline, as is normal after extended westerniza- 
tion and modernization. 


Finally, there is in Southeast Asia an emerging pattern 
of nationalism, evident in the birth of new countries which 
ten years ago were only colonies. Their newness, of course, 
brings problems: 15 miles outside Rangoon, capital of Burma, 
is dissident country. Sometimes this unrest is the result 
of Marxist infiltration. 


Communism has not progressed easily throughout the 
whole region. In Java, for example, where land has been 
more or less commonly held by the villagers for centuries, 
to talk of land reform is pointless. There are no landlords 
from whom to wrest the land! But where European colonial- 
ism nurtured an unhappy foreign landlord-native tenant ar- 
rangement, trouble can easily be encouraged by those early’ 
nationalist exiles now returned from the Lenin Institute in 
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OUTLOOK FOR BUSINESS IN JAPAN 


While May-June current of the economy witnessed a 
turn for the worse, and developments were watched with 
concern, business conditions afterwards considerably im- 
proved, and the present situation is as follows: (1) Produc- 
tion continues at a satisfactory tempo; the mining and 
manufacturing production index for July (1950 = 100) ex- 
ceeded that of last July by 8.7 per cent, reaching 200.0, a 
new postwar high. (2) Business transactions this summer 
were brisk. Not only the summer season transaction of fibre 
wholesalers topped last year’s figure by 20 to 50 per cent 
but other summer consumption demands also were in general 
lively. In addition, railway freight transit volume for July 
was up 3 per cent from that for previous July. (3) Com- 
modity prices showed an upswing beginning with July. 
August-end wholesale commodity prices moved up 2 per cent 
from the low bottom at the end of July. (4) The recovery 
of the stock market was conspicuous. This summer’s quota- 
tions reached a new high for the year, surpassing the peak 
level of February, both in the Tokyo and Osaka stock ex- 
change. 

Recent business tone has become brighter in all phases. 
The reasons, among others, are: (1) Export trade con- 
tinues to maintain a favourable trend as the result of the 
brisk situation overseas. (2) Consumption demand for beer, 
wearing apparel, electric appliances, was unexpectedly active. 
(3) Large scale increase in the purchasing power of farming 
communities was noted as result of the bumper harvest. 

There still are some dark aspects on the reverse side 
of the aforementioned increasing brightness of — business. 
Those are: (1) Behind the favourable tone of production, 
inventories are on the upSwing- The producer inventory 
index at the end of July rose 12 per cent from the low 
level of March. (2) The employment situation is unfavour- 


Moscow. The Bandung Conference at least warned against 
exchanging French or British colonialism for Russian ov 
Chinese. 

Because nationalism really is a non-Asian concept, SEA 
countries are confronted with the problem of instilling na- 
tionalism in their people. Village peasants may enjoy local 
democracy, without feeling any identity, on a national scale, 
with other villages. 

Education has been used as a propagandistic device; to 
weld such people together. Although many SEA countries, 
because of divided geographical terrains and consequent 
cultural isolation, are composed of groups whose speech is 
unintelligible to one another, national languages have been 
created or proclaimed and forced on the-inhabitants in the 
name of their oneness. Dialect differences in Burma and 
Thailand are so minor that such “legislated language” is un- 
necessary: But India, Indonesia and the Philippines have 
all decided to adopt a particular dialect as the nationalized 
language. However, although for psychological reasons, in- 
struction in the vernacular in early grades is more effective 
than instruction in English or the nationalized tongue, na- 
tionalism defeats a country’s international position of parti- 
cipation when all education is placed in the vernacular, as 
in Indonesia and Burma and—perhaps soon—in India. The 
official language at Bandung was English, since it was the 
only tongue common to all. Unless international communi- 
cations of some sort can be preserved, talk of any larger- 
than-a-single-nation unit, such as Southeast Asia, will be 
only that, oniy talk. 


able. The number of jobless has been decreasing somewhat 
under seasonal influence—the busy farming months—but 
the aggregate was still 720,000 as of July-end, 80,000 more 
than that for the same previous term. (3) The number of 
business failures is still high. It climbed gradually from the 
average monthly figure of 485 for January-April period, this 
year, to 667 cases for May and 677 for June. (4) Plant 
operation ratio is still low. Categories recently showing 
higher operation ratio than last year number 10, such as 
iron and steel, ammonium sulfate, staple fiber but the per- 
centage of increase is low. On the other hand, those with 
lower ratios consist of 16 industrial categories, including 
cotton spinning, rolling stock, automobile, paper, pulp, and 
moreover the percentage of decrease is rather high. 

The basic reasons for the dark aspects are found in the 
still unliquidated problems of surplus facilities and produc- 
tion, and consequent dullness in domestic capita] investment 
in spite of the expansion of exports. For these reasons, 
industries associated with export, such as shipbuilding and 
iron and steel, are maintaining a satisfactory complexion. 
In the other position, industries which chiefly depend on the 
domestic market, such as machinery and coal, are still suffer- 
ing chronic stagnation. Thus, the unbalance in business 
between induStries associated with exports and those that 
are not, is clearly revealed. This inequality remains as the 
special feature of present-day economic situation. 

Recent economic situation has two facets. Judgment 
of the situation is complex being divided into optimistic 
and pessimistic viewpoints. Recent business condition is 
standing at the crossroads, having gone through the grave 
deflation process. Thus, there is no necessity of becoming 
pessimistic. Recovery cannot be said to be full-scale be- 
cause the inconsistencies of the darker aspects are of major 
dimension. 


Export Trend and Bumper Crop 


These two queStions require attention as factors in 
the field of demand: (1) What developments will exports— 
the prime mover of present business tnend—show in the 
future? (2) What effect will be seen as the result of the 
increase in income of farming communities due to the re- 
cord harvest? 

While export is favourable its impetus on _ business 
is limited. This year’s April-August customs-passed export 
record reached a monthly average of $159-million ($1,908- 
million converted to annual basis). This was 20 per cent 
over the figure for the same term of last year. The export 
of ship, iron and steel, rolling stock, ammonium sulfate, has 
increased conspicuously. The receipt of export letters of. 
credit recorded $172-million in August, a postwar high which 
topped by some $50-million the aggregate for the same pre- 
vious term. It is considered that high level export will 
continue for the time being. This satisfactory situation has 
begun’ to arouse investment’ ‘activity for repair and con- 
struction of new’ facilities in industries associated with ex- 
port, ‘¢éntering around ships and iron and steel. Thére 
exists the viewpoint that this is a germ of favourable turn 
of business conditions manifesting itself in the realm of in- 
véstment. 

Actually however, it appears that this germ of increased 
propensity in export industries to invest, may never grow up 
to be a powerful converter of the business situation. The 
reasons are: (a) The increased will to invest on the part 


174 


of the industries associated with export trade up to the 
present is limited to a very small portion of the industries 
such as iron and steel, shipbuilding, chemical engineering. 
The investment activity of export industry as a whole still 
continues low under the strong pressure of the « over- 
abundance of facilities. (b) The reason why export hitherto 
acted. as a powerful stimulant to business was because its 
expansion percentage was very great. However, this fiscal 
year’s export is forecast at some $1,890-million, a bare 15 
per cent increase compared to the last fiscal year level. 
Furthermore, the situation is such that further export ex- 
pansion cannot be anticipated because the above-mentioned 
level has already been surpassed during the April-August 
period. The business-stimulation from export increase will 
gradually weaken from now on. (c) In export markets 
around Japan, cempetition among nations is moving on a 
keener path. In some countries, excessive favourable busi- 
ness tone has undermined the international balance of pay- 
ments, resulting in the. enforcement of the tight money 
policy by raising the official interest rates and, in addition, 
there are moves toward the strengthening of import restric- 
tions. There is a strong probability that Japan’s export— 
which rapidly increased supported by the favourable inter- 
national business situation—will] hit the ceiling from now on. 


The effect of the bumper crop was sectional only. Un- 
precedented rice harvest is expected this year, amounting to 
11,100,000 tons, surpassing the 10,650,000 tons registered 
in 1933. Because the Government this year has instituted 
the system of pre-contract purchase of rice, large amounts 
of advance payment money have already flowed into agrarian 
communities before the harvest. The following favourable 
effects of the record harvest upon the general business situa- 
tion can be listed: (a) It is considered that the disburse- 
ments of Government rice purchase payments will reach 
Y55,000-million in advance payments. This will facilitate 
the easing of financing. (b) This year’s bumper harvest 
signifies an increased production of 2-million tons in volume 
and $300-million in value. The import of foodstuff can be 
greatly reduced. This will contribute much toward making 
Japanese economy more sound through improved balance of 
payments. 

The reason generally held why the record harvest is 
viewed as an incentive to general business situation is: The 
increase in the income of agricultural population—said to 
be Y130,000-million more than that of last year—will inject 
new life into the deflation-depressed domestic consumption 
demand and heighten the business tone in general. But 
too great an expectation cannot be placed on this point in 
view of the recent attitude of the agrarian population toward 
consumption. 

In other words, the increased volume of agrarian income 
must flow through the “pipe of greater consumption” if that 
increment is to make itself felt upon the general economic 
tone. At present, however, the farming population’s inclina- 
tion to Save is of considerable strength and its attitude to- 
ward consumption is cautious. The reason for this seems 
to lie in the fact that the farming population is reluctant 
to loosen the purse-strings not forgetting the painful blows 
dealt by poor harvests of the past, and the strengthening 
inclination toward maintaining larger savings for the future 
because a decline of “open market” rice price can be pre- 
sumed in the months to come on top of the recent slump 
of vegetable prices. 

Judging from these circumstances, though it is certain 
that agrarian income will increase as result of the record 
harvest, its effect upon the domestic economic situation as 
a whole is after all one of limited scale. It can be believed 
that a section of the industrial world directly linked with 
agrarian purchasing power, such as agricultural machinery 
and implements, bicycles, wearing apparel, ete., will enjoy 
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some benefit from the bumper harvest, but it is erroneous 
to forecast from this the coming of a consumption boom. 


Trends in Government Financing and Credit Situation 


Observing the recent state revenue and expenditure 
situation and the trend of public savings, the credit situa- 
tion can be expected to further the drift toward easiness. 
(1) Government expenditure showed an excess over revenue 
amounting to Y100,000-million during the April-to-September 
period this year. Over-disbursement amounting to Y200,000- 
million is forecast also for the October-to-December period 
due to the recent active tone of export trade and the full- 
scale out-flow of payments for Government-purchased rice. 
(2) Consequently, bank deposits are expected to increase 
all the more from now on due to the in-flow of these funds. 
For the moment, it is considered certain that the increase in 
deposits for the September-December period will exceed the 
Y283,.400-million mark for the same previous term. (3) On 
the other hand, the demand for funds is dull due to the 
strong pressure of surplus facilities and the excessive in- 
ventories of the industrial circles in general. 

The trend toward easier financing will grow stronger. 
The Bank of Japan is expected to adopt the open market 
operation policy or other measures such as the mark-up of 
the official interest rate in order to maintain the foundation 
of tight money financing. Financing has lost the initiative 
in leading the economic tide because the present easing of 
financing was brought about as the product of the falling 
off of credit demand due to deflation. 

The problem of compiling the 1956-57 fiscal year Na- 
tional Budget is an anxious one. From recent trends, there 
is a strong probability that the so-called “Sound Finance” 
principle will be undermined considerably, namely; (1) In 
the expenditure column, an increase between Y50,000-million 
and Y70,000-million in expenditures is unavoidable for funds 
connected with reparations, additional disbursements rela- 
tive to the gradual strengthening of self-defense power, 
larger compulsory education expense arising from augmented 
population, and higher total of social security needs. (2) The 
effect of tax reduction of last July will work over full term 
in the next fiscal year. Even if allowances are made for a 
certain step-up of revenue related to the probable increase 
in national income, it is estimated that the total revenue 
will’ be at the utmost the.present fiscal. year’s level. (3) 
Thus, it is considered inevitable that the next fiscal year 
budget will show Y50,000-million in deficit in the General 
Account alone, and in some circles the issuing of Govern- 
ment bonds is urged as its complementary measure. 

There is a view among some politicians of seeing the 
present-day economy as in the Severe deflation state and 
strong advocation of the necessity of some form of artificial 
business stimulation measure arising therefrom. On top 
of this is the added influence of political instability and there 
is a strong probability that the next year’s budget may 
undermine the “sound finance” foundation. Consequently, 
“inflation-expecting” sentiment is cropping up in some quar- 
ters. The introduction of inflation measures based on the 
issuing of red ink Government bonds should never be adopted. 
The adjustment of fiscal revenue and expenditure - should 
be sought along the line of expenditure reduction or tax 
increase. The investment funds in certain industries which 
will become unable to be financed by fiscal funds, should 
be secured in such a measure as iSsuing a larger volume of 
special bank bonds to be financed by funds from ordinary 
money market. 

Thus the scale of the National Budget may exceed the 
Y1,000,000-million framework, but one can conclude that 
it will not greatly influence the business tone either way as 
long as the “balanced budget” line is firmly maintained. It 
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THE JAPANESE NATIONAL BUDGET FOR 
FISCAL” YEAR "1955 


Soon after its formation following the victory of the 
Japan Democratic Party in the February 1955 general elec- 
tion, the Hatoyama Cabinet. began the compilation of the 
regular budget for fiscal 1955 and introduced its draft bud- 
get on April .25 for the Diet’s deliberation. Because of the 
demand from the Liberal Party for the re-compilation of the 
budget at a figure Y43 billion above the amount proposed 
by the Cabinet, a series of Democratic-Liberal negotiations 
followed and an agreement was reached on June 3 between 
both parties on a joint revision to increase the regular 
budget by Y21.5 billion. The revised budget was passed by 
the House of Representatives on June 8 and by the House 
of Councillors on July 1. 


At the time of the compilation of the 1954 fiscal budget, 
the steady deterioration of the balance of payments posi- 
tion caused the Government to reflect upon the aggressive 
fiscal and monetary policies it had adopted and to take dras- 
tic measures in the monetary phase, including the abolition 
of preferential treatment accorded to import financing and 
the intensification of the higher interest rate application 
system. Parallel with these steps, a line of fiscal retrench- 
ment involving the contraction of the scale of public spend- 
ing and the reduction of plans for fiscal investments and 
loans‘ was brought into relief in the phase of public finance. 


Under such an underlying tone of the Government’s 
fiscal and monetary policies, the Japanese economy in fiscal 
1954, favored by the rising wave of prosperity abroad and 
the unexpected expansion of exports under the pressure of 
increasing inventories caused by the saturation of equipment 
investments for the time being and the stagnation of con- 
Sumer demand at home, witnessed an improvement in the 
balance of payments position, with excess receipts of US$344 
million as compared with a deficit of US$313 million in 
fiscal 1953. However, since such brisk exports merely re- 


is premature to conclude that the next year’s National 
Budget signifies a switch-over to inflation just because it 
harbours indications of ‘“unsoundness.” 


Forecast 


In the final analysis, it is certain that recent Japanese 
economy has regained the bright tone and is recovering from 
the deflationary state of the past, having been blessed by 
favourable factors such as satisfactory export tempo and 
the bumper harvest. Future financing will shift toward 
easiness by virtue of large volume of Government fund 
disbursements. There is a relatively stronger tinge in policy 
shifting toward more positive measures. Business is begin- 
ning to offer brighter hopes for the future, having extricated 
itself from the state of depression. 

However, the chaotic state of enterprises and over- 
abundance 0% obsolete facilities as an aftermath of the 
Korean War boom remains uncorrected and the financial 
strength of the enterprise themselves is ‘still insufficient. 
There remain numerous problems to be tackled. such as the 
modernization and rationalization of enterprises to bring 
about ‘cost reduction necessary to meet:the future intensi- 
fication’ of international export competition and to attain 
economic self-support. In order to establish a self-support- 
ing economy,’ it is necessary “to liquidate the dependence 
on special procurement through the expansion of normal 
international trade. 


sulted in the clearance of inventories and failed to become 
a factor for stimulating mining and manufacturing produc- 
tion, business in general showed a weak tone and, in parti- 
cular, increased unemployment came to be taken up as a 
serious problem. 


In view of such a situation, the opinion was expressed 
by some quarters that the Government should, in compiling 
the 1955 fiscal budget, adopt an expanded scale of public 
spending and aggressive measures for enlarged fiscal invest- 
ments and loans and should even go so far as to float bonds 
in order to achieve this purpose. This view, however, was 
opposed by the Government on the ground that the in- 
creased exports in fiscal 1954 were due, not to the increased 
competitive power of Japanese export goods, but to such 
temporary phenomena as the relaxation of import restric- 
tions in the sterling area and the pressure of inventories at 
home. It was contended that the time was not yet ripe 
for turning to an expansion policy if the balance of pay- 
ments was to be maintained at a stabilized level. For this 
reason a “consolidation” budget was compiled in continua- 
tion of the policy of the preceding fiscal year. The Govern- 
ment’s intention in this respect could be well discerned 
from the fact that the scale of public spending was pegged 
at the Y1 trillion level and that fiscal investments and loans, 
excluding those appropriated for housing construction pro- 
jects, for the Export-Import Bank of Japan’s working capital 
and for electric power development ptojects, were kept 
roughly at the preceding fiscal year’s level. However, this 
policy receded somewhat in the course of the Democratic- 
Liberal negotiations for revision of the draft budget. 


Appropriations for fiscal 1955 were set at Y991.5 bil- 
lion ag against Y999.9 billion for the preceding year, a 
decrease of Y8.4 billion. If appropriations for fiscal invest- 
ments and loans are added thereto, the net amount of total 
spending reaches Y1,300.3 billion as against Y1,264.8 billion 
of the preceding year, an increase of Y385.5 billion. This 
total amount of fiscal spending is equal to 20.6% of the total 
national income, a slight increase over the 20.4% of the pre- 
eeding year. In the compilation of the fiscal budget, cer- 
tain manipulations were resorted to in order to Show on 
the surface that total appropriations in the General Account 
budget were kept within Y1 trillion. Such manipulations 
included (1) appropriations for the Defense Board’s extra- 
budget contracts of Y15.4 billion and (2) direct receipt 
of monopoly profits, local road tax, etc. amounting to Y25.3 
billion into the “Special Account for Distribution of Local 
Allocation and Shared Tax,” which items should normally be 
distributed among ‘local public bodies through the General 
Account. When these manipulations are taken into account, 
it must be said that the actual amount of the fiscal budget 
has increased to some extent. 


In view of the Democratic Party’s numerous campaign 
pledges in the last general election, including a Y50. billion 
tax reduction, construction of 420,000 dwelling. houses, in- 
creasea provision for socjal security, assistance of small 
business, promotion of foreign trade and so forth, the nation 
watched how these public pledges would be incorporated in 
the fiscal budget for the current fiscal year. In the unshot, 
however, the Hatoyama Cabinet, finding it difficult to im- 
plement all its pledges within the Y1 trillion limit and to 
carry out its original objectives of rationalizing public ad- 
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ministration and reducing expenditures, could not but make 
conservative budgetary appropriations devoid of any fresh- 
ness. Morerover, it appears that such conservativeneéss in 
the budgetary distribution became more conspicuous as de- 
liberations proceeded from the Finance Ministry draft to 
the government draft and then to the Democratic-Liberal 
joint revision draft. 


Problems of the Budget 


During the course of the compilation and deliberation 
of the budget the following problems came to the fore: 


Defense Expense—Though appropriations for the Self- 
Defense Forces expense were increased by Y12.5 billion and 
for the installation expenses for the U.S. Security Forces were 
increased by Y2.7 billion, these increases were offset by a 
reduction of the same amount in the appropriations for 
the U.S. Security Forces. Thus the total appropriations for 
defense expense for the current fiscal year were kept within 
the limit of Y132.8 billion, the same amount as that of the 
preceding fiscal year. 


In the wake of the progress of defense efforts, it is 
noted that pensions for ex-servicemen have been gradually 
upped by Y3.1 billion in the current fiscal year over the 
preceding fiscal year. Owing to the revisions of the re- 
lated laws, it is expected that the expenditures for this item 
will increase in the next and subsequent fiscal years. 


Domestic Administrative Expense—Despite the Govern- 
ment’s official pledge to distribute the appropriations on a 
priority basis as much as possible, the revised budget failed, 
as stated before, to indicate any notably encouraging change 
from the bills submitted in the preceding years. Worthy 
of note were the increases, though insufficient, in the appro- 
priations for the housing measure expense, social security 
expense and cultural and educational expense. On the other 
hand, some cut was made in the public works expense. 


(1) Housing Measure Expense—Since the construction 
of 420,000 dwelling houses in fiscal 1955 was the biggest 
item of all the public pledges made by the Hatoyama Cabinet 
and since this particular pledge attracted the most popular 
support in the last election, this was the very item which 
the Government was bound, in its budget compilation, to 
realize in some way or other. Under the circumstances, 
besides increasing the amount of funds for the construction 
of publicly operated houses and for housing loans granted 
by the Housing Loan Corporation, the Government 
created the Japan Housing Public Corporation in order to 
implement this policy. As a result, appropriations for hous- 
ing construction through the General Account and through 
fiscal investments amounted to Y39.4 billion in fiscal 1955, 
a considerable increase over the Y26.3 billion of the pre- 
ceding fiscal year. Even when Y6.8 billion supplied by local 
public bodies and private sources to the Housing Publie 
Corporation is added to the above appropriations, the number 
of houses to be built under the Government’s housing con- 
struction measures is not more than 175,000 units (of 
which 30,000 units are extensions on old buildings), the 
construction of the remaining 245,000 houses being left to 
private hands. Moreover, in the construction of houses 
with fiscal funds, steps have been taken to reduce the Gov- 
ernment’s burden by reducing the number of “tsubo” (Note: 
One “tsubo” approximates 35.6 sq. ft.) per house and by 
reducing construction cost per “tsubo” in the case of public- 
ly-operated houses and by reducing the lending percentage 
in the case of loans by the Housing Loan Corporation. 


(2) Social Security Expense—In view of the infiltra- 
tion of deflationary pressure leading to the growing aggrava- 
tion of the unemployment situation, it was said that the 
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repletion of social security expense, particularly the in- 
creasing of the anti-unemployment measure expense, would 
be the biggest problem to be faced by the Government in 
connection with the compilation of the budget for the cur- 
rent fiscal year. The average daily number of the jobless 
to be relieved by the anti-unemployment measure expense 
was estimated to total 220,000 (170,000 in the preceding 
fiscal year), consisting of 190,000 to be employed in ordinary 
works and 30,000 to be employed in such special unemploy- 
ment relicf works as the maintenance of relatively high- 
cfficient roads, riparian works, etc. In contrast to ithis figure, 
the number of unemployment insurance beneficiaries was esti- 
mated to decrease to 454,000 from 494,000 of the preceding 
fiscal year. However, the current year’s appropriations for this 
item are still far from adequate, because 620,000 persons 
were out of job at the close of the 1954 fiscal year and 
also because an increase of 840,000 persons is expected in 
the working population of Japan. 


(3) Public Works Expense—Because of the increased 
domestic administrative expense, the current appropriations 
for public works expense were reduced to Y146.6 billion, 
a decrease of Y6.3 billion from the preceding fiscal year. 
Opinion had gained strength that total appropriations for 
public works expense should be curtailed and allocated on 
a priority basis on the ground that most of the expense 
represented subsidies to local public bodies and was granted 
on a “please-everybody” basis and its employment efficiency 
was doubtful because of the smallness of the amount allo- 
cated per case. In the current fiscal year’s budget the 
reduction of the appropriations for this item was centered 
on the disaster rehabilitation expense, which was curtailed 
by Y13.1 billion, while those for various works expense 
which in the past had been criticized were either increased 
or levelled off. The disaster rehabilitation expense is of 
such a nature that it must be inevitably increased when a 
disaster occurs. 


Tax Reduction—What tax reduction measures would 
be adopted by the Government had been watched closely 
by the nation, for it was also one of the Democratic Party’s 
public pledges for cutting the tax burden of the people, 
while expanding the scale of public spending. After all, 
however, only make-shift tax amendments were made, with 
no major changes in the tax system itself. Despite the 
Government’s so-called. tax reduction, the estimated total 
amount of rev2nues from taxes and stamps through the 
General Account and Special Account for Distribution of 
Local Allocation and Shared Tax in the current fiscal year 
is expected to increase by Y5.3 billion over the preceding 
fiscal year, besides an increase of Y5 billion in revenues 
from local taxes. It follows that the tax burden of the 
people has increased instead, and it may be said that the 
tax reduction was merely a “tax reduction in respect to 
tax laws.” 


Analysis of the tax reduction reveals that the revenues 
from income tax and the revenues from corporation tax will 
decrease by Y17.7 billion and Y7.9 billion, respectively, 
from the preceding fiscal year along with some decreases in 
revenues from other taxes. Since, however, those decreases 
are to be covered by natural increase in revenues.from (1) 
liquor tax, (2) sugar consumption tax and (8) gasoline 
tax and local road tax amounting to Y19.1 billion, Y6.4 billicn 
and Y9.4 billion, respectively, it may be said that the Govern- 
ment’s tax reduction measures boiled down to a reduction 
in direct taxes and an increase in indirect taxes, In a 
country like Japan where heavy direct taxes are levied (the 
income tax exemption point for a single income earner was 
Y85,680 per year under the old tax law and is Y92,765 
under the revised tax law for fiscal 1955), there is some 
reasonable ground for the Government to shift from direct 
taxes to indirect taxes. Now that the Government’s tax 


December 22, 1955 


system that had been established on the Shoup recommen- 
dations has been subjected to considerable revisions several 
times, the Government is urged at this juncture to make a 
fundamental review of the tax systems of both the central 
government and local governments. 


Fiscal Investments and Loans—In the compilation of 
the 1954 fiscal year budget emphasis was placed on the con- 
traction of fiscal investments and loans, because in the 
preceding years they had served as a starter of economic 
activity and developed into a predominant factor responsible 
for unduly expanding the economic scale. In the budget 
for fiscal 1955, however, the total appropriations for fiscal 
investments and loans were increased by Y34.6 billion, of 
which Y24.6 billion represented an increase in the supply 
of capital to private enterprises. 


However, it is noted that the bulk of this increase was 
appropriated for the Export-Import Bank of Japan’s working 
capital, for electric power development projects and for 
housing construction projects. Though such appropriations 
will give an impetus or finangial aid to a very limited scope 
of industries, it may be said that their effects on private 
industries as a whole will not be so great. On the other 
hand, the Government’s appropriations for purchases of 
financial debentures of the Industrial Bank of Japan, the 
Japan Long-Term Credit Bank, the Central Cooperative 
Bank for Agriculture and Forestry and the Central Bank 
for Commercial and Industrial Cooperatives were reduced 
from Y19 billion of the preceding fiscal year to Y2.9 billion 
in the current fiscal year. Likewise, the amount of capital 
to be supplied to the Japan Development Bank was cut down 
by Y1.5 billion. Thus, the total amount of appropriations 
for investments has dwindled. It must be said, however, 
that there remain some doubts as to whether the current 
fiscal year’s fiscal funds were appropriately allocated and 
as to whether the slashed appropriations for long-term 
financing by the Government’s discontinuance since July 1955 
of the purchases of financial debentures, which in the past 
had shown a high efficiency of capital employment, will 
maintain a balance with other appropriations. 

However, a still greater problem in the implementation 
of the fiscal investment and loan program lies in capital 
sources rather than in its employment. With respect to 
postal savings deposits which have lately shown a poor rate 
of increase, it is deemed doubtful whether an increase of 
Y110 billion scheduled for the current fiscal year can be 
accomplished. As regards the reserve for the excess profit 
on imports of special commodities, a shortage of revenues 
amounting to Y7 billion has come up owing to the fact that, 
despite the coming into effect of the fiscal budget, the bill 
for transferring these profits to the Government failed to 
pass the Diet. If these two items are put together, the 
total amount of shortage will be Y15-20 billion, and it is 
quite within the bounds of possibility that the entire pro- 
gram will be revised, depending on the future developments 
in the budget operations. 


Impact of the New Budget 


The scale of public spending for the current fiscal year 
is somewhat larger than that of the last fiscal year. In this 
connection, it should not be overlooked that this year’s 
carryover appropriations from the preceding fiscal year were 
about Y80 billion less than in fiscal 1954, and that, if account 
is taken of this circumstance, the amount which the Govern- 
ment is authorized to disburse during the current fiscal year 
will be somewhat less than in the preceding fiscal year. 
Judging from the budget structure in respect to the flow 
of funds between the public sector and the private sector, 
excess disbursements of Y7-8 billion by the public sector 
are expected, which will create an inflationary gap by that 
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much. If compared with the excess disbursements of Y190 
billion in the preceding fiscal year, however, the range of 
excess disbursements in this fiscal year will be considerably 
narrowed. 


As a result, both in the scale of public spending and 
cash receipts and disbursements the budget for the current 
fiscal year has decreased from the preceding fiscal year, but 
if account is taken of disbursements not passing through 
the General Account, the fiscal budget for the current year 
is likely to have a “neutral” impact on the national economy. 


If, on the other hand, the fiscal budget is viewed from 
its relation to finance, private financial] institutions are ex- 
pected to undertake activity in the following various fields 
wherein fiscal funds ought to operate and did operate in 
the past: 


(1) Besides planning to introduce private capital of 
Y5.2 billion as the working capital of the Housing Public 
Corporation, the Government has worked out a schedule 
for raising housing construction funds of Y5 billion from 
private financial institutions through the institution of a 
housing loan insurance fund by the Housing Loan Corpora- 
tion. 


(2) Notwithstanding the fact that the digestion of 
bonds of the National Railway Public Corporation and the 
Telegraph and Telephone- Public Corporation and municipal 
bonds was not quite satisfactory in the past, the twc public 
corporations are contemplating an increase of Y6.5 billion 
in the volume of their public subscription bonds, while the 
amount of municipal bonds for public subscription will be 
increased by Y18 billion inclusive of reconstruction and re- 
organization bonds amounting to Y15 billion. In order to 
step up the digestion of public corporation bonds, the yield 
to the subscriber has been raised from -7.42% to 17.84% 
since July 1955. 


(3) The amount of financial debentures to be pur- 
chased by the Trust Fund Bureau has been drastically cut 
down from Y19 billion in the preceding fiscal year to Y2.9 
billion in the current fiscal year. 


Taken altogether, the pressure on finance to be exerted 
by the 1955 fiscal budget has increased over that of the 
preceding year’s budget. 


On the other hand, the recent monetary situation seems 
to indicate that private financial institutions have reserve 
capital sufficient to neutralize the pressure stemming from 
the Government’s fiscal budget. In the past, private finan- 
cial institutions used to grant loans in excess of their de- 
posits, relying on the Bank of Japan for the supply of the 
difference, with the result that a so-called over-lending 
phenomenon prevailed in the financial field. However, the 
cash position of private financial institutions has eased of 
late, because of the increase in the people’s propensity to 
save due to the recovery of the income-and consumption 
levels and also because of the decline in the demand for 
capital due to the saturation in equipment investments. 
Besides, Bank of Japan loans have decreased by about Y188 
billion from Y399.6 billion as of June 1954 to Y211.8 billion 
as of June 1955. Since this trend is expected to continue 
for some time to come, it is conceivable that the impact 
stemming from the character of the budget will be alleviated 
in the financial phase to some extent. 


As for the future ‘economic situation of Japan, it is 
expected that exports will be maintained at the present high 
level for some time in reflection of the overseas boom and 
will become a factor for halting the advance of the business 
slump. Under the circumstances, it is impossible to hope 
for such a rapid expansion of the Japanese economy as was 
witnessed in. fiscal 1953. . Nevertheless, it is unlikely that 
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LETTER FROM TOKYO 


The trend for business expansion continued well into 
November as a result of good exports in the main, according 
to the recent report of the Economic Planning Board. At 
the same time a warning was given not to be too eager for 
expansion, since the prevailing business prosperity over the 
world cannot be expected to continue indefinitely. The min- 
ing and manufacturing index for September of 184.8 (1934- 
1936 ave.=100) was 13% higher than a year ago. The 
balance of payments for October showed a surplus of $69 
million. Consumer spending in the cities was 6.2% above a 
year ago in September. Prices are inclined for strength led 
by iron and steel. Inventories rose somewhat in connection 
with export expansion, while plant and equipment invest- 
ments also increased in August and September. 


According to the Ministry of International Trade and 
Industry, economic conditions are generally good throughout 
the country under the influence of increased exports and rich 
harvest. But the fact cannot be overlooked that some in- 
dustries such as ceramics, rayon fabrics, hosiery, ete. are 
keenly feeling the stress of forced exports at little or no 
gains because of excessive competition, and that small busi- 


the Japanese economy will follow a downward course, but 
will level off on the whole. 


What is regarded as a matter of special concern is 
that the Government will be confronted with greater diffi- 
culty in the compilation of the 1956 fiscal budget than in 
the current year. In the process of compilation of the 
current year’s budget, defense expense and pensions for 
ex-servicemen were expected to be hiked next year. If 
increase in the compulsory education expense due to rising 
population, increase in civil service employees’ pay and other 
administrative expenses, increase in local finance expense 
‘and increase in reparations expense arising from the de- 
velopments in reparations talks with Burma, the Philippines, 
etc. are added, the total amount of expenditures will at least 
exceed Y1,050 billion, while the total amount of revenues 
will remain at the current year’s level. 


Accordingly, the most pressing problem which the 
Government must tackle will be how to cover the revenue 
shortage of some Y50 billion. In the face of this situation, 
it deserves close attention what step the Government will, 
in the compilation of the next fiscal year budget, take for 
the settlement of the basic problem of whether the Govern- 
ment should follow the course of aggressive expansion of 
the scale of public spending or whether it should adhere to 
the “consolidation” normalization policy. 


nesses still find shortage of credit and might get into trouble 
with the approach of the year-end. 

The Finance Ministry, which had previously estimated 
Y235,000 million net disbursements of Treasury funds dur- 
ing the quarter of Oct-Dec., recently revised the figures to 
Y250,000 million considering the favorable balance of pay- 
ments situation and continued incomings of foreign ex- 
changes. It is now estimated that the last quarter of fiscal 
1955 (Jan-Mar., 1956) will witness net withdrawals to the 
Treasury of only about Y90,000 million instead of Y120,000 
million as at first forecast, and, taking the fiscal 1955 as 
a whole, Treasury financings will result in big excess dis- 
bursements of Y270,000 million es against Y190,000 million 
in fiscal 1954. 

Bank of Japan loans and discounts, which had been on 
a rapid decrease, were brought down on November 10 to 
Y42,700 million or Y268,800 million less than a year ago, 
More than 50 out of 86 banks in total, including a few big 
city banks and trust and banking corporations, now have no 
outstanding debts to the Bank. Moreover, even in case of 
those still indebted to the Bank their borrowings consist 
largely of low-rate loans for export promotion. With a sub- 
stantial decrease in the Bank’s advances at the official rate 
of 7.3% p.a. and over, the average interest charge of the 
Bank was cut from 7.6% as of Aug. 10, when official rates 
were revised, to 6.94% at the end of October. 

The provincial banks’ earnings for the first half of the 
current fiscal year showed a decrease from the previous term 
for the first time after the end of war. Profits before de- 
preciation of 66 provincial banks in this country totaled 
Y12,900 million or a decrease of Y300 m. from the previous 
term, and net profits Y6,600 m. or Y200 m. less. This down- 
turn may be explained among others by an increase of 
only Y1,481 m. in income from loans as against Y2,490 m. 
gain for the preceding term, while the outgo expanded mark- 
edly in interest payments on deposits and personnel expenses. 

Life insurance contracts of 7 leading life insurance 
companies during half-yearly period of Apr-Sept. expanded 
by net Y143,300 million as compared with Y126,100 m. in- 
crease for the same period last year, and totaled Y1,331,221 
m. at the end of September. This increase, however, is only 
11.9% as against 14.0% gain a year ago, indicating that a 
steep increase in new contracts since 1953 with money value 
stabilized has obviously lost momentum. Insurance companies 
of late attach more importance to quality rather than quanti- 
ty of contracts, in view of recent expansion in expenses and 
because of their experience in a year or two in the past 
that too eager soliciting for insurance often results in in- 
crease in undesirable contracts which are closed soon. 


REPORTS FROM CHINA 


Sino-Syrian Trade 


_  Sino-Syrian agreements on ‘trade and payments were 
signed early this month in Damascus. Under the agree- 
ments, Syria will export agricultural and animal products 
including cotton, grain, wool and sheep skins and China will 
export steel and iron products, machinery, tele-communica- 
tions equipment, building materials, light industrial products 
and others. Direct clearing arrangements will be established 


between the People’s Bank of China and the bank designed 
by the Government of Syria. 


Socialisation of Private Enterprises 


Thirty-two private factories in Canton were re- 
organized into joint state-private ownership early this month. 
This brings the total number of joint enferprises in this 
city up to 183. The entire sewing machine, enamel] and 
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electric torch industries are now under joint ownership. 
Private industry in Canton now. accounts for 54 per cent 
of the city’s total industrial output, as compared with 87 
per cent in 1952. Over 71 per cent of the city’s retail trade 
is now handled by state enterprises. All private traders in 
cotton cloth, grain, edible oil and 15 other trades in the city 
now either handle distribution for state companies or have 
become state sales agents. 


Search for New Anti-biotics 


The 1955 Anti-biotics Research Conference, sponsored 
by the Chinese Academy of Sciences, announced after a 
recent session that anti-biotic research work in China from 
now on would emphasize the Search for new anti-biotics; the 
study of anti-biotics; and the application of anti-biotics 
to medicine and agriculture. Penicillin and chloromycin are 
already in production in China; streptomycin, terramycin 
and aureomycin are still at the pilot-plant stage. Produc- 
tion cost of several anti-biotics was recently reduced. The 
cost of aureomycin is only half that of the imported drug. 
The application of home-produced aureomycin in 67 cases 
has shown positive results. Many of these cases were in- 
sensitive to penicillin, chloromycin or streptomycin. The 
cost of producing penicillin was also reduced by replacing 
imported fermentation media with home material. Chinese 
scientists have isolated several strongly anti-biotic actino- 
mycete strains from the soil in different parts of the coun- 
try. They have already extracted about a dozen kinds of 
pure anti-biotic substances, which are able to check many 
kinds of bacteria including escherichia coli, bacillus subtilis, 
staphylococcus aureus. The isolation of new antagonists 
and new anti-biotics from Chinese soil started in 1953. In 
the past few years, scientists have isolated over 15,000 
strains from over 1,600 soil samples in the Peking area, 
as well as in Chekiang, Kiangsu, Fukien and Honan pro- 
vinces. Among them are over 4,000 strains with anti-biotics 
action. ° 


Hydroelectric Station in Shansi 


Shansi’s first rural hydroelectric station went into 
operation early this month. The station has an annual 
capacity of 270,000 kilowatts. Construction of the station 
started in October this year. It is under the industrial de- 
partment of the local government and: was built with state 
funds. This hydroelectric station (located on an irrigation 
canal in Minchiang) is the first step in the electrification 
programme for this area. Six small-scale hydropower 
stations and a steam power plant will be built, starting next 
year. 


Anshan Iron Centre 


An iron mountain, 600 metres high, is now being stripped 
for open-cut exploitation on the outskirts of Penki, near 
Anshan. It will yield several million tons of iron ore a 
year. The four coke-oven batteries completed this year at 
Anshan are adding 30 per cent to the output of coke. Two 
reconstructed open hearth furnaces added thousands of tons 
of steel to their annual capacity. Other conrpleted pro- 
jects include iron mines and ore dressing plants, a blast 
furnace, a coke oven gas recovery workshop and a heat- 
resistant material workshop. 


Coal Output 


A highly automatised shaft mine in Liaoyuan Colliery 
recently started production. The new pit will add 40 per 
cent more steam coal to the present output of the Liaoyuan 
Coal Mines. Much of the modern equipment installed in 
this mine is new to Chinese mines. Sound-insulation de- 
vices deflect noise in the operation of various machines. An 
electric block system and remote contro] installations have 
been set up at the shaft bottom to control the movement of 
the electric locomotives used in underground transport. The 
sinking of this shaft mine began in the winter of 1950. 
More than 30 workers, miners, technicians and administra- 
tors were trained in Russia to operate the mine. 
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Natural Resources 


Iron ore deposits were discovered in Szechwan. It is 
the richest iron-ore district so far found in the Southwest. 
Deposits of iron were also found in Yunnan, Kweichow and 
other southwestern provinces. In Kweichow the iron area 
extends over 100 square kilometres and its deposits are 
believed to be sufficient to warrant the building of an iron 
and steel plant. Large coking coal-fields were also dis- 
covered in these two provinces. Lead and zine deposits were 
discovered in the Great Khingan Mountains area in Inner 
Mongolia. Rich phosphorous deposits were discovered in five 
districts in Southwest China. Some of these deposits con- 
tain phosphorous content of high grade and can be directly 
processed into fertiliser. A modern phosphorous fertiliser 
plant is being planned for exploiting the deposits found near 
Kunming. 


Cold Storage and Cotton Mills 


; Peking is building a 4,000-ton cold storage plant which 
will be finished by autumn 1956. This will be the biggest 
cold storage in China and will have four storeys with eleva- 
tors, overhead travelling cranes and a railway extension. 
The refrigerating equipment will be made in Shanghai. This 
plant will enable the Peking Foodstuffs Corporation to main- 
tain a constant supply of fresh meat, eggs and fruit. Four 
cotton mills~now under construction will go into production 
next year. Work will soon begin on three new cotton 
mills and a dyeing and printing plant. 


Sugar Output 


__A new sugar refinery recently started production in 
Kirin. It will double the province’s output of granulated 
sugar. The refinery has an annual capacity of 20,000 tons. 
Kirin gathered 60,000 tons more sugar-beet this year than 
last. The sugar-beet acreage will be expanded next year. 
A sugar-cane crop, estimated at 450,000 tons more than last 
year, is being harvested in Kwangtung. This year over 
80,000 hectares were put down to the crop in the province, 
4,000 hectares more than last. 


Silkworm and Livestock 


Two new varieties of silkworm, yielding as much as 14 
per cent more than ordinary silkworms, have been cross- 
bred in Kiangsu. Experiments in the adaptability of these 
new varieties of silkworms to conditions in the leading silk- 
worm growing province of Chekiang, and Kiangsu and Shan- 
tung provinces were made during 1953 and 1954. reeding 
was successfully carried out this year. Large scale breeding 
will be gradually extended. The Ili Kazakh autonomous 
area in Sinkiang has now over five million head of livestock, 
a 15 per cent increase compared with last November. 
Despite natural calamities, grain output increased by 5,000 
tons. This area has. a multi-national population of 770,000. 


Flocd Control and Irrigation 


Winter construction has begun on the Huai River har- 
nessing project. One of the major projects is the Meishan 
Reservoir, along the middle reaches of the river, now in its 
last stage of construction. It is now the largest reservoir 
along the Huai, bigger than all the six so far completed. Its 
multiple-arch concrete dam has already been raised high 
enough to cope with the biggest possible flow from up-stream. 
The reservoir is scheduled to be finished next year. Work 
is also being continued on a sluice gate at the mouth of the 


Sheyang River which will prevent the sea tides from washing 


back into the river and inundating the farmlands along its 
banks. The Sheyang River is linked with the Huai River 
in its lower reaches. Dykes along the main course of the 
river, in the crucial middle reaches above the Hungtse Lake, 
are being strengthened to enable them withstand even the 
most unusual flow which is estimated to occur once in several 
hundred years. Dredging is being carried out both along 
the Fenho Tributary in the upper reaches and the main 
course of the river in its lower reaches before it meets the 
Yangtze. Narrow sections will be widened and shoals re- 
moved. A total of 38 million cubic metres of earthwork 
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is involved in the winter programme of work. In the past 
five years, six reservoirs and 15 water detention basins with 
a total capacity of over 20,000 million cubic metres have 
been completed in the Huai River harnessing project. Work 
has begun to expand an irrigation system in the lower reaches 
of the Yellow River. It will finally add 50,000 tons of 
grain a year to Honan, and its neighbouring provinces. The 
area watered by the irrigation system will be increased from 
the present 43,000 hectares to over 80,000 hectares by 1953. 
Another 140,000 hectares of wheat, rice and cotton fields 
will be indirectly benefited later. The expansion work also 
provides for the construction of hydroelectric stations along 
the irrigation canal. Steamer navigation will be made pos- 
sible along a waterway linked by the irrigation canal with 
the Yellow River. 


Agricultural Developments 


High-yielding winter wheat, known as Pima No. 1 and 
Pima No. 4 were sown on 660,000 hectares last winter. The 
resultant increase in output this year is estimated at 100,000 
tons. New varieties of wheat yielding in general 80 to 100 
per cent more than ordinary species have also been culti- 
vated. About a dozen species of cotton, proved by agrono- 
mists to possess outstandingly good qualities, are being sown 
on four million hectares of land in various parts of China. 
The East China Agricultural Research Institute developed 
three varieties of long staple cotton, with fibres four to five 
centimetres long. These are now the best strains cultivated 
in China and will be popularised in cotton-growing Shansi 
and Kiangsu provinces next year. Good strains of maize, 
millet and sugar-cane have also been bred. Scientists in 
Kiangsi found a method of wiping out the rice borer that 
seriously damages rice crops in early spring. This method 
has also been successfully applied in southern provinces. 
Ways of preventing potatoes from degenerating have also 
been discovered. Another field of study is the improvement 
of livesteck breeds and preventing animal diseases. Sheep 
both for woo] and mutton have been crossbred from local 
breeds and Soviet Caucasian sheep. By crossing the ram 
of this good breed with local breeds, over one million head 
of improved strains of sheep have already been obtained. 
Szechwan’s rice acreage, equivalent to one-tenth of the 
country’s total rice acreage, last year averaged over 3,400 
kilogrammes per hectare on its 3.4 million hectares of rice 
fields. By popularising high-yielding seeds, developing the 
use of chemical fertilisers, and improving fertilising and 
farming methods, the average yield will be raised by 22 
per cent each year in the next four years compared with 
1954. One high-yielding variety of rice can be sown directly 
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by mechanised farming without transplanting and is suitable 
for close planting. It can give over 6,000 kilogrammes per 
hectare. Production of granular fertiliser, made with am- 
monia sulphate and garbage, totalled 30,000 tons this year. 
100,000 tons will be produced next year. 


Communication Lines 


Track-laying along the Paoki-Chengtu Railway has 
reached Lioyang, more than 450 kilometres from its starting 
point of Chengtu. A coastal railway is under construction 
in Chekiang. The railway which starts from Hangchow is 
now approaching the commercial centre of Ningpo. The 
construction of the Yangtze River Bridge, originally sche- 
duled to be completed in 1959, will be finished much earlier. 
Work is already being carried out on six of the eight founda- 
tion piers of the bridge, instead of two as originally planned. 
Next year three of the foundation piers will be completed 
and the first steel girder will be set over the piers. Con- 
struction of the Yangtze River Bridge was started earlier 
this year. This 1,000-metre double-decker road and rail 
bridge will span the Yangtze at Wuhan and make possible 
uninterrupted traffic along the trunk railway from Peking to 
Canton. 


Minority Languages 
Linguists and representatives of the minority people 
from many parts of the country recently discussed the 
creation, improvement or reform of China’s minority lan- 
guages. About two-thirds of the total minority population 
in China are still without a written language or a com- 
monly used written language. The lack of a written lan- 


guage hampered the growth of the cooperative movement in - 


the minority areas. Reporting on the achievements made 
so far in the work of creating minority languages the 
Academy of Sciences claimed that in the past five - years, 
alphabetical scripts had been create! for the Chung people 
in Kwangsi and the Yi people in Szechwan. Nine minority 
languages which formerly had defects had been improved 
or reformed, including the Tai, Uighur, Kazakh, Lisu, Lahu 
and Khalkhas languages. The first steps had been taken 
towards creating minority languages for the Miao. Puyi and 
Hani peoples. The newly created Yi alphabet is now being 
used in 40 primary schools in the Yi area. Forty-five text- 
books and other reading material were printed in the lan- 
guage and a fortnightly journal is in circulation. Over 
7,000 Yi people, children and adults already acquired the 


language. Reform of the Mongolian language is now being 
re out. Before 1962 the new Mongolian language will 
e in use. 


KOREA’S TRADE AND TAIWAN—KOREA COMMERCE 


By Harry Z. Yen 


In recent years trade between Taiwan and South Korea 
has made some progress. In 1953 Taiwan’s exports to South 
Korea constituted only 1.43% of Taiwan’s total value of 
exports; in 1954, it increased to 4.65%. In the first half 
of this year it amounted to over U-S. dollars 1.5 million. It 
is possible that the total exports to Korea for this year 
would be larger than that of last year. é 


South Korea’s Trade: The foreign exchange used for 
imports to Korea is derived from two sources, namely US. 
aid and ROK’s own funds. The U.S. aid fund applicable 
to imports is divided equally between two categories: (1) 
general commodities and (2) various projects and facilities. 
The total of the two categories for the year 1955 is .U:S. 
dollars 280 million including US$19 million from the United 
Nations Korea Rehabilitation Administration (UNKRA). 
The UNKRA funds are also divided into two parts, namely 


projects and importation of various commodities. However 
the offices of ICA an] UNKRA are under separate adminis- 
tration. The Office of Economic Coordination (OEC) is a 
combined organization consisting of the representatives of 
the ROK government, ICA and UNKRA. The OE(C’s chief 
function is to study the points of view and recommenda- 
tions of these organizations and then work out a-plan based 
upon such recommendations. 

The commodities imported with US. aid are mainly 
coal, crude oil, raw sugar, tallow, chemicals. cotton, artificial 
fibres, fertilizers, wheat and pharmaceuticals. Most of the 
commodities are imported from the United States, while a 
portion is imported from European countries and Hong- 
kong. 

In 1954 the main imports and exports to and from south 
Korea were as follows: (in one thousand U.S. Dollars) 
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Imports Export. 
Poodstuft e Fresh & Dried Fish 
A oe HIOUR! Leet 2,185 Fresh Fish .......... a 
IE ilse arta eee ete 2,429 = . 
Othersm (sce. eee 822 Dried Fish sc adeccs cc 105 
Oil & Wax Dried! Shell” “Wassiccccs = 
Tallow! re ecto. es 885 
Paraffin wax 697 conned ian 
Chemicals 5,189 Pea TE cans ie sicntisenreiaie 373 
Guan ease rspar ence 860 Ton Ver me Me ractae cas orarcerente 1,021 
Pharmaceutical ........ 3,348 r 
Rartilizen moe oo he ee 1,015 Kolineky:  vicenessscs cc 261 
Rubber & Products Textile 
yer BAM ER Rent ee a Raw Silk) “ontessssee. 1,647 
Paper & Products Waste esilk” i cesct. ces 465 
Newaprimtiloe). cicnis iis 2,051 Waste: Hemp = oi 206.5 383 
Aires Vag: comme Sen ep aac 2,311 Mini 
Others mee te me ee 1,842 SG We 
Textiles Amorphous Graphite .. 850 
eoien Fier 1,779 POlMOni Ge, Oastustststsclencetcteae 346 
orsted yarn 5,591 
Rayon yarn 9,458 oe iia tate ah all neh 
Others gery cnc cnn irx 5,172 KOH OQ) “odaroeadioace a 
meet (Glass). co5 scans 604 Non-Ferrous Metal Ores 
Steel Products PRONE SteN minis clesiaiare <5 13,096 
Glos eet scars fie niesiaicis 1,633 Bi th 9 
Others te one 707 TILA S oo piacuo neces He 
Non-Ferrous Metal Copper Ore .......... 209 
Ataminium, © ssi ss oss 640 Electrolytic Copper 265 
Weer ew eniecceisine fleiste sia 355 
Ciera eee ee 87 ARIE: Banat Ocaac a 413 
Machinery & Tools .... 11,738 Wear-Agar | jcccticoicsun 1,277 
Transportation : 
CE reed 647 Anthracite Coal ........ 749 
Fishing Boat 104 Chinese Herb .......... 210 
Vehicle 5 162 
(SANs. ene 525 Gieherntee acewyeecisicteec ces 3,272 
Medical apparatus ..... 112 
Ry DRerS mer rele eines pisieiste 7,180 
Total sii; toc antoe ee'o 70,741 Totals Ceetcsine<iiee 25,912 
+ 


Korea’s Exchange Control: Foreign exchange transac- 
tions are subject to regulation issued by the Minister of 
Finance and the Bank of Korea, and are conducted through 
the Bank of Korea. All persons domiciled in Korea have 
to surrender incoming foreign exchange to the Bank of Korea 
to be credited to a foreign currency account either to be 
opened or already existing. “General Account’—which may 
be held by foreign diplomatic staff, assets are freely trans- 
ferable. “Export Account’—for firms in foreign trade; 
assets may: either be used to pay for imports or be sold to 
the Bank of Korea. Transfers to general account in the 
same currency are possible with prior authorization of Bank 
of Korea. Furthermore, in order to promote export, an 
export bonus is granted on incoming foreign exchange. 
The bonus may be used for the imports of a number of 
goods which under the regulations are not allowed to be im- 
ported. ‘Special account”—which may be opened by foreign 
residents and non-residents who are not allowed to have an 
export or general account. Such assets may be sold to 
Bank of Korea or used for special payments authorized by 
the competent .government offices. Transfer to export or 
general accounts in the same currency are also permitted 
after prior authorization by Bank of Korea. 

Before August 1955 the exchange rate applicable to 
direct users of U.S. aid was fixed by ROK government; the 
effective rates applicable to general imports were periodically 
adjusted under the weekly auction system. Therefore 
Korea’s exchange rates were multiple and complicated. As 
from August 24, 1955 the ROK government cancelled the 
foreign auction system and refixed the exchange rate to 500 
hwan to one U.S. dollar which is to remain in force for one 
year. The Government replaced the above-mentioned three 
foreign exchange accounts by the following two accounts: 
(1) General account and (2) Import account. The general 
account is provided for inward remittances, travellers’ ex- 
change deposits and exchange income of foreigners domiciled 
in Korea. Assets can be applied for outward remittances, 
otherwise they have to be sold to Bank of Korea. The 
import account is composed of export proceeds, receipts from 
invisible exports and United Nations military expenditures 
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in Korea. Assets on this account are only available for 
import exchange settlements or for transactions approved 
by ROK government, otherwise they. have to be sold to 
Bank of Korea. 


Recently a major change in Korea’s exchange control 
took place; the letter of credit system was set up to replace 
the import-export permit system. At the same time the 
Special privilege granted to exchange proceeds from exports 
was cancelled. Imports were reclassified into (1) general 
commodities and (2) special commodities. Export proceeds 
may be used for import of both kinds of commodities. The 
customs take care of export letters of credit. Import letters 
of credit are approved by Bank of Korea. The Ministry of 
Industry and Trade is responsible for barter trade and im- 
ports with self-provided foreign exchange. 


In order to carry out a tight-money policy and the 
control of commodity prices, the government stipulated that 
as soon as exchange is granted to an importer, he must open 
a letter of credit against 100% margin in local currency 
within 30 days. In case of capital equipment the letter of 
credit to be opened within 90-days. At the outset of the 


promulgation of the new foreign exchange policy, the 
government sold US$7,500,000 in one day. Letters of credit 
totalling US$11,140,000 and £106,000 were issued in 


Septembér. Commodity prices dropped 4% below August and 
only foodstuff, sugar and rubber continued to climb. 


Taiwan & South Korea: Because of lack of detailed 
trade information and the absence of a trade agreement, 
trade between Taiwan and Korea has not developed. The 
following products of Taiwan can find a good market in 
South Korea: 1. Sugar—South Korea buys raw sugar 
from Cuba. It has four sugar refineries, and requires about 
60,000 tons of raw sugar a year. It also buys refined 
sugar from Taiwan, at about 1,000 tons a month. In the 
first half of this year, sugar shipments to South Korea 
from Taiwan were valued at US$780,000. 2. Woollen 
Yarn—Korea requires two million lbs. of various kinds of 
woollen yarn a year. Those of 2 ply 48 counts, 2 ply 32 
counts, and 2 ply 20 counts are the most needed. These 
are bought from England, Hongkong, and Taiwan. This year, 
Taiwan will sell to Korea 500,000 lbs. of woollen yarn valued 
at US$ 1,300,000. 8. Coal—About 100,000 tons of coal 
valued at US$1,210,000 were shipped from Taiwan to South 
Korea last year. For fiscal year 1956, South Korea has 
been allotted US$10 million under the U.S. Aid Fund for 
the purchase of coal abroad. The quality and price of Tai- 
wan coal are favorable to the South Korea consumers, so 
export of this item has a bright future. 4. Aluminium— 
South Korea requires an annual amount of 1,500 tons of 
ingot, at the cost of US$700,000. Last year, about US$ 
680,000 of aluminium ingot were sold to South Korea. The 
Taiwan Aluminium Corp, made some aluminium sheets for 
promotion sales in South Korea. 5. Cast Iron Pipes—South 
Korea may soon buy more than 7,000 tons of iron pipes. 
Taiwan can manufacture more iron pipes than the local 
market requires. Export in this line should be encouraged. 
6. Paper—South Korea imports about US$5 million of 
paper annually. Woodfree paper and newsprint are most 
required. Taiwan sold 350 tons of newsprint to South 
Korea in the first half of this year. With more ample sup- 
ply of raw material, more Taiwan paper will be produced 
for export. 7. Lumber—Korea requires a large quantity 
of lumber. 


There are many other items, such as cement, caustic 
soda, paint, food seasoning powder, banana, cotton piece 
goods, salt, etc, that can find buyers in Korea. However, 
the goods that Taiwan requires and South Korea can supply 
are not many. The export commodities of Korea are mostly 
mineral and agricultural products, and sea foods. Taiwan 
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COMMERCE AND INDUSTRY 


The Ministry of Commerce and Industry régulates 
domestic and foreign commerce, trade, price and distribution 
rules; handles all matters related to the production of 
minerals, the production and distribution of fuels (except 
firewood and charcoal), the collection of marine products 
and inspection of manufactures thereof, and the production 
and distribution of electric power. 

The Ministry is also responsible for the supervision and 
maintenance of, and coordinated planning for, industries, 
Government-controlled commercial enterprises, natura] re- 
sources and industrial products. It supervises the agencies 
handling patents, weights and measures. 

During the past two years, concerted effort has been 
made by the ROK Government to divest itself of its com- 
mercial and industrial management functions and its cor- 
porate holdings; new legislation has been directed toward 
the stimulation of private enterprise. 

On December 20, 1952, the new “Chamber of Com- 
merce Law” was promulgated. Its general goal-is that of 
improving and developing the commerce and industry of the 
Republic of Korea. The Chamber of Commerce is forma- 
lized as a national institution, having the power to present 
to the Government “recommendations on commerce and in- 
dustry.” Membership in the Chamber is open to any citizen 
of the Republic of Korea carrying out commercial and in- 
dustrial businesses or to any juridical person formed in 
accordance with the laws or acts of the Government. 

In addition to seeking to “improve the welfare of the 
general merchants and industrialists,” the national Chamber 
of Commerce (1) compiles - statistics, makes surveys, 
and does reSearch on commercial and _ industrial affairs, 
(2) makes plans on the adjustments and encouragement of 
commerce and industry, (3) performs mediation and ‘arbitra- 
tion services, and (4) makes certifications and appraisals for 
commerce and industry. 

In early 1954, a series of sweeping amendments to the 
ROK Constitution was introduced in the National Assembly; 
they were designed to make ROK a free enterprise country 
and also retain the principles of social justice. The Ad- 
ministration-sponsored new Constitutional Amendment Bill, 
which was passed by the State Council on January 22nd and 
sanctioned by President Rhee on the same day, was slated to 
give private enterprise opportunities of wider participation 
and to encourage the investment of foreign capital. 

The proposed amendments aimed at: (1) the encourage- 
ment of free enterprise, (2) a reversal of tendencies to 
socialized nationalization, (3) the attraction of domestic and 
foreign capital of investors, (4) the establishment of a 
wider tax base through the stimulation of @ fair profit 
motive, and (5) the attainment of a more balanced and 
healthy national economy and of increased social justice for 
all. 

Specifically, the proposed amendments would have re- 
versed or modified the socialization implicit currently in 


does not need most of these goods in large quantities, but 
can buy from Korea those products which are being pro- 
cured elsewhere, such as iron ore, steel, graphite, fluorite, 
tale, dried fish, medicinal herb etc. The fact that Taiwan 
will buy much less than what it will sell to Korea is no 
hindrance to Taiwan export. Korea: is able to pay for her 
purchases from Taiwan with U.S. Aid funds, which in the 
present fiscal year amount to US$280 million. 
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Articles 85, 87, 88, and 89. The new Article 85, for in- 
stance, would permit the Administration and the National 
Assembly to enact specific legislation for the private develop- 
ment of mineral and power resources. Article 87 would 
give wider opportunity to private enterprise in the important 
transportation and communications fields and in financial and 
insurance institutions. Article 88 would provide a definite 
check on nationalization, thus encouraging private investors. 
And, finally, the new Article 89 would extend the guaranteed 
right of “due compensation in accordance with the provisions 
of law” to the owners of farm lands or private properties 
that might have to be expropriated in time of emergency. 

Although gradual progress was made in the rehabilita- 
tion of the Korean economy during the past two years, 
ROK continued to suffer from the severe destruction and 
dislocations of war. The fighting stopped ni mid-1953 but 
Korea still was compelled to exert a heavy defense cffort 
far beyond its normal capacity and therefore was heavily 
dependent on foreign economic aid. Also, the industrializa- 
tion of the Korean economy has proceeded so slowly that 
the mass production of essential consumer’s goods has not 
yet been effected. 

Overall production in all fields in 1953-54 was close 
to the 1949-50 level but much below that level when com- 
puted on a per capita basis. The ROK’s foreign exchange 
position improved slightly because dollar payments received 
for local currency advanced to the U.S. forces more than 
offset the commercial import balance. 

The Korean fishing industry is in poor condition. 
Catches are small, exports are down, and the standard of 
living of most fishermen is very low. Domestic demand for 
fish, which supplies 80% of the protein in the Korean diet 
and therefore is essential from a nutritional point of view, 
is falling because of high prices. -The current fishing season 
lasting from October to April, when the catch consists 
primarily of sea bream, croaker, and halibut, has been poor. 
The catch of these fish during the last quarter of 19538 
amounted to only 4,500 tons compared with a normal catch 
of about 6,400 tons. Approximately $3,000,000 worth of 
fish products are now exported annually, compared with an 
estimated potential export figure of $7 million. Korean 
exports are‘ confined largely to such special items as agar- 
agar, laver, and sea bream. The high cost of transportation 
and labor and the inadequate number of fishing vessels and 
canning facilities have created high export prices and re- 
duced export opportunities. 

In 1953, Korea earned over $30,000,000 of foreign 
exchange from the sale of tungsten to the United States 
Government, considerably more than the earnings of ex- 
change from all other exports combined. Tungsten ore out- 
put of 64% to 80% tungsten content amounted to-7,741 tons 
in 1953 compared with 3,789 tons in 1953. The tungsten 
purchase contract terminated in the Spring, 1954, and has 
not been renewed by the U.S. Government. 


Anthracite coal production in 1953 totaled 866,000 
metric tons compared with 576,000 in 1952. But by June, 
1954, the monthly anthracite production amounted to 75,446 
M/T, 14.4% increase over the preceding month of May and 
a 4.5% increase over the monthly average of 72,225 M/T for 
1953. However, coal production is still only 92.3% of the 
pre-war year 1949 monthly average of 81,741 M/T. Failure 
to achieve a new annual goal of 1.2 million tons is attribut- 
able, according to the Mining Bureau of the Ministry of 
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Commerce and Industry, to the la@k of transportation power 
shortages, and difficulties in obtaining funds. 

Approximately 800,000 tons of bituminous coal are im- 
ported annually from Japan, mostly for use by the Korean 
National Railways, while only about-80,000 tons of anthracite 
are exported to Japan. It is anticipated that increased pro- 
duction of briquets from domestic anthracite will permit a 
reduction of bituminous imports from Japan to about 
500,000 tons by 1958. 

In addition to tungsten 
minerals produced in 1952 were: 
19,945 metric tons, iron ore—18.971, 
17,305 metric tons. 

Total electric power production made gradual advances 
also. By June, 1954, production amounted to 70,714,000 
KWH per month while the average output was 98,141 KW, 
an increase of 2.2% over the May average output of 96.141 
KW and representing the highest level since the liberation. 
Electric power production is currently about 17% above the 
1953 monthly average. 

Because of drought conditions, however, hydroelectric 
power production continued to decrease in relative impor- 
tance. For example, in May, 1954, the relationship between 
hydroelectric and thermal power production was 56 to 44; 
in June, this was reversed to 48 to 52. Hydroelectric power 
average output decreased 12.9% from 53,935 in May to 
46,981 kw in June, while thermal power average output in- 
creased 21.4% frcm 42,206 kw in May to 51,234 kw in June. 


The long-awaited completion of repairs to the second 
generator at the Hwachon hydroelectric plant became a 
reality in June, 1954. The use of this additional generator 
improves the electric power picture considerably and has 
been hailed by rehabilitation and technical circles in Korea 
as a step of considerable importance. Further improvement 
in the power situation is anticipated by the Ministry, with 
the completion of repairs to the third Hwachon generator, 
with the completion of the Koesan power plant now under 
construction and with the realization of plans for the equip- 
ping of several thermal plants which shall have a combined 
output of 100,000 kw. 

These last-mentioned thermal-electric power plants are 
to be constructed with an authorization of $30,000,000 
from FOA funds. This power project is the largest single 
authorization of aid funds during 1953-54; this and other 
power projects now under way will quadruple Korea’s avail- 
able power. Pacific Bechtel, under contract with the ROK 
Government, will design and construct the plants and train 
Koreans to operate them. The ROK Government is adding 
720,000,000 hwan (equivalent of $4,000,000) from its own 
resources to pay such costs as local labour and materials. 
One plant of 50,000 kw capacity is to be built at Masan, 
one 25,000 kw plant at Seoul, and another at Samchok. The 
plants will be designed and equipped to burn pulverized 
Korean anthracite coal, but also will be capable of operating 
at full capacity on fuel oil. 

The textile industry has made amazing progress. By 
mid-1954, cotton yarn production surpassed by 61.4% the 
average 1953 monthly production average of 2,442, 000 
pounds. During June, 1954, cotton yarn production rose 
to 3,943,000 pounds; 17.9% aboyé the previous month’s pro- 
duction peak and 35.9% above the monthly: average for the 
first. five months of 1954. 

Cotton sheeting production during the same month of 
June amounted to 6,293,000 pil, thé highest level’for any 
month of 1954 and; significantly, 18.6% abové the‘monthly. 
average of 5,306,000 pil for the ‘highest poSt-liberation year 


and coal, the other chief 
copper ore concentrates— 
and molybdenite— 


of 1949. One pil equals about 24 yards. 
Woolen cloth production during the same month 
amounted to 52,029 yards, an increase of 7.6% over May 
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and equal to 87.1% of the average production of 59,706 
yards in 1950, the best post-liberation year; thus, an in- 
crease of 12.9% is still required in the production of woolen 
yarn. 

The foreign trade of the Republic of Korea in 1953 
increased to levels much above the preceding years. The 
actual trade gap, however, continued to widen as-a result of 
a much greater increase in imports than in exports. Exports 
in 1953 totaled $44,720,000 as compared with $27.300,000 
during the calendar year 1952. Imports, on the other hand, 
were valued at $163,983,284, as compared with $53,700,000 
during the calendar year 1952: Imports of aid’ goods from 
United Nations sources, which constitute a substantial share 
of foreign commodities entering Korea, are not reflected in 
the $163,983,284 total. 

The United States and Japan continued to be the prin- 
cipal countries with which Korea traded in 1958-54. Other 
countries with which consequential amounts of trade were 
conducted included Hongkong, Taiwan, Thailand, and for 
Short periods Australia, Italy, Belgium, and Cuba. 

Imports through private firms and traders in 1953 were 
valued at $96,282,936; whereas imports on Government ac- 


784 


MINING DEVELOPMENTS IN 


The Bank Industri Negara entered the field of mining 
by establishing a subsidiary company, the N.V. Perusahaan 
Pembangunan Pertambangan (Mining Development Company 
Ltd.), which started investigations with the object of gold 
winning and the production of manganese, sulphur and bitu- 
men. 

Petroleum: In 1954 new agreements were concluded 
with the Caltex and Stanvac companies covering periods of 
five and four years. Profits will now be transferred monthly. 
The agreement with Stanvac has been tied down to a new 
investment scheme totalling U.S.$¢ 70 to 80 million, while 
Caltex will submit to the Foreign Exchange Fund U.S.$ 60 
million during the 5-year contracted term. Overall crude 
oil production in 1954 stepped up by 5% as compared with 
1953 and now stands at 148% of the 1938 level. Exports 
of crude oil in 1954 rose 10% above the year-ago level; 
exports of oil products showed an increase of only 1%. 
Though petroleum exports to the United States during the 
second half of 1954 showed a marked increase as compared 
with the first six months, the year total lagged 214,000 
tons or 11% behind the 1953 figure. Over against this how- 
ever stood exports of 206,000 tons to Japan and of 239,000 
tons to the Philippines, where a Caltex refinery was put 
into operation. Export proceeds from crude oil and oil 
products stood at Rp 2,585 million in 1954 against Rp 2,292 
million in 1953. 


PRODUCTION, IMPORTS AND EXPORTS OF PETROLEUM 
AND PETROLEUM PRODUCTS 


(000 tons) 

Crude oil Petroleum products 

Production Imports Exports Imports Exports 
1938 7,398 _— 68 158 5,999 
1950 6,816 1,575 8 69 6,091 
1961 8,093 1,495 — 13 6,725 
1952 8,523 2,211 599 95 7,284 
1953 10,225 2,279 2,086 99 7,513 
1954 10,775 2,181 2,803 88 7,584 
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counts were valued at $68,700,348. Virtually all exports 
were made through private channels; although tungsten is 
listed as a private export, however, it is in fact a Govern- 
ment One since it is handled by the Government-owned and 
and operated Korean Tungsten Mining Company. Food 
grains and flour accounted for about half of the total im- 
ports. Other important imports included ammonium sulfate 
fertilizers, chemicals, pharmaceuticals, various yarns and raw 
cotton, ships and marine parts, paper, iron sheeting and other 
metal products, and textile and other types of machinery. 


Foreign exchange receipts covering invisible items of 
trade—consisting almost wholly of dollar payments received 
for advances of local currency to the U-S. Forces—greatly 
exceeded payments, the net surplus from invisible trade 
being sufficient to offset the commodity trade deficit, The 
net excess of total foreign exchange receipts over total pay- 
ments, amounting to $3,800,000 for the first 11 months of 
1958, however, was much smaller than the net excess of 
$40,400,000 in the calendar year of 1952, principally be- 
cause of the large expansion of the ROK Government's 
import program in 1953. As a result, uncommitted holdings 
of the ROK Government of foreign exchange increased only 
slightly during 1953, to $56,300,000 on December 31, 1953. 
The total of foreign exchange holdings began to drop in 
1954 due to the fact that payments were no longer forth- 
coming for tungsten. 
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Petroleum imports (for refinement purposes) fell 6% 
below the 1953 level, whilst the import of oil products de- 
clined by 11%. With regard to imports of crude oil to 
be refined, a shift in countries of origin could be observed 
in 1954. Imports from British North Borneo dwindled by 
approximately 76% to about 400,000 tons from over 1.6 
million tons in the previous year. Imports from Iraq on 
the other hand showed a steep rise and increased from 
558,800 tons in 1958 to around 1.5 million tons in 1954. 


DOMESTIC CONSUMPTION OF BENZINE AND KEROSENE 


(millions of litres) 


Benzine Kerosene 
VOSS Rig iactes sieriateie ea age ear ele 190.0 322.2 
NOs eaonddedonaraoanadoond 446.0 325.0 
RPI Baro anocrcmncce. cn men 505.2 384.0 
UQB2P) © Wee craves. Spe terctatns ate atetcrm eter s/etas= 558.8 461.6 
EQGS: 5 9 tin orate elanateterete oh eletelereiehs 605.8 593.3 
yg Oe er OO COAME EC Oru 685.7 740.9 


The increase in benzine consumption is attributable to 
the ever increasing number of motorised vehicles. Con- 
sumption of kerosene has risen as a consequence of the 
price control which caused kerosene to be cheaper than 
wood, charcoal, gas and electricity. A request made by 
the oil companies to allow a price increase was turned down 
on the ground that such a measure would be contrary to 
the public interest. 


Tin: The production of tin in concentrates rose 6% 
over the 1953 level, while exports showed an increase of 
4%. Exports were chiefly directed to the Netherlands 
(37,386 tons) and the United States (10,867 tons). Exports 
of tin metal, though still negligibly small, were nearly 3% 
times as high as in 1953. 


PRODUCTION AND EXPORTS OF TIN 
(ong tons) 


Production of tin Exports 
inconcentrates Tin in concentrates Tin metal 
1938 29,728 13,699 7,207 
1950 32,102 31,349 4 
1951 30,986 30,750 1 
1952 35,003 34,601 15 
1953 33,822 32,732 224 
1954 35,862 33,941 994 


- The world production of tin during the past year re- 
mained somewhat below the 1953 level, while consumption 
was up by 5%. 


Other mining products: Coal production in 1954 could 
be maintained on the same level as the previous year’s, but 
exports fell by. 836% despite Government efforts to find 
better markets. The Government intends to modernise the 
Bukit Asam and Umbilin mines within the scope of its general 
industrialisation plans. It is expected that as a result of 
this modernisation the Bukit Asam mine production can be 
expanded from 600,000 to 1.5 million tons per year. The 
plans further include the building of a briquette factory 
at Tandjung Enim with a planned capacity of 360,000 tons 
per year, to replace the old factory at Tandjung Priok. 

Bauxite production in 1954 rose 15% from the 1953 


level. Though exports during the second half of 1954 were 
small, the year total exceeded the level of the two pre- 
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‘ _In spite of the heavy commitments placed on the ad- 
ministration in combating Communist terrorism and ‘sub- 
version in the country, steady progress was made during last 
year with the development of the social services. Financial 
stringency, arising out of the cost of the Emergency and 
the decline in 1953 and early 1954 in the world prices of 
the Federation’s two main products, rubber and tin, neces- 
sarily prevented expansion of such services as education and 
health from proceeding at the rate which is demanded by 
the rapidly expanding population according to the official re- 
port for 1954 by the Federation of Malaya. But the de- 
ficiency of the Federation’s own finances, was supplemented 
to a most valuable degree from outside sources. Grants were 
received from Her Majesty’s Government for various pur- 
poses and an interest-free loan was received from the Goy- 
ernment of Singapore. - Moreover, the assistance received 
in the form of technical staff, materials and finance under 
the Colombo Plan, from the Colonial Development Corpora- 
tion, and under the auspices of United Nations’ agencies as- 
sumed such proportions as to make significant contributions 
to the country’s development. This aid has been particular- 
ly welcome during the stage through which the country is 
now passing in the process towards self-government since 
it is helping to create the favourable conditions which will 
promote the successful attainment of that objective. 

The year 1954 saw continued progress in the campaign 
against militant Communism, a slight improvement in the 
financial position of the country coupled with a favourable 
balance of trade, and the formulation of plans for further 
constitutional development in the direction of self-govern- 
ment by the introduction of legislative and administrative 
measures for the holding of elections to the various legis- 
Jatures. 


The campaign against militant Communism 


The operational plan of the Security Forces against the 
Communist terrorists which had been developed in the pre- 


ceding years on .account of higher demand from Europe 
(i.e. the Netherlands) and Japan ir the: first half_of the .year. 


PRODUCTION AND EXPORTS OF BAUXITE AND COAL 
(000 gross tons) 


Production Exports 

Bauxite Coal Bauxite Coal 
1938 245 1,456 274 368 
1950 531 804 550 62 
1951 644 868 611 116 
1952 344 959 220 108 
1953 150 897 162 136 
1954 173 900 247 67 


Manganese production suffered a severe setback; output 
dropped by 36% compared to 1953 and fell back to 11,418 
tons. Exports declined even more heavily and fell by 63% 
to 11,437.-tons. 

The production of iodine reached as at the end of 
December a total of 10,807 kilogrammes, showing an in- 
crease of 13% over 1953. 

The production of salt was again satisfactory in 1954. 
Exports could be stepped up; 53,000 tons were exported to 
Japan during the year under review against about 30,000 
tons in 1953. Domestic salt consumption is estimated at 3 
kilogrammes per head per year. The desirability of con- 
tinuing the Government monopoly with regard to salt pro- 
duction will be examined. 
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IN 1954 


vious year was followed during the early part of the year, 
but, in the closing months, with the arrival of more heli- 
copters and other types of aircraft, it became possible to 
concentrate on a new tactical plan which laid more emphasis 
on the offensive character of jungle operations. By the 
beginning of 1954, the armed forces of the Malayan Com- 
munist Party had already effected a partial withdrawal into 
deep jungle where they hoped to be able to recuperate from 
the growing pressure of the Security Forces and to solve 
their food supply difficulties by cultivating crops in the 
jungle. In spite of difficulties in making contact with the 
terrorists, the Security Forces were still able to maintain 
their pressure and the number of casualties sustained by 
the terrorists remained at a high level. Terrorist morale 
was low and this was reflected in a high surrender rate. From 
the month of April it became apparent that the terrorist 
leaders had taken measures to meet this situation. They 
prescribed stricter disciplinary and security measures for 
the rank and file, making it more difficult for them to surren- 
der, and they undertook more aggressive action against 
selected Security Force targets. These measures led, for 
a time, to an apparent improvement in the morale of the 
terrorists and to a decline in the rate of surrenders. It 
also gradually became more difficult for the Security Forces 
to track down and eliminate the terrorists and this, in turn, 
led.to a decline in the number of terrorist casualties. How- 
ever, the unremitting efforts of the Security Forces in carry- 
ing out deep jungle operations, in destroying crops cultivated 
in the deep jungle and in obstructing supplies of food from 
the rural areas which were finding their way to the terrorists, 
continued to take their toll and, by the end of the year, 
this steady pressure had led to a new increase in the sur- 
render rate and in casualties sustained by the terrorists 
who, by this time, were being forced into the open to collect 
food. 

Food supplies remained the greatest problem facing the 
terrorists. In order to obtain supplies at all, they were con- 
strained to maintain pressure on the general public which 
they did by committing atrocities and ruthless acts of murder 
on. those who resisted their demands. Nevertheless, the 
general improvement in the situation was maintained during 
the year. For this, the country continues to be indebted 
to the armed forces comprising Malay, British, Gurkha, East 
Africa, Fijian and Rhodesian units as well as those of the 
Federation Regiment and the Police who, with steadfast 
determination and relentless vigour, have pursued the com- 
mon objective of defeating militant Communism and restor- 
ing law and order; moreover, the country recognises the for- 
titude of all those who continue to work in hazardous areas 
and who help sustain the morale of the public and maintain 
the country’s economy, 

During the year a major step was taken in the direction 
of bringing the public into closer consultation with the ad- 
ministration’ on Emergency matters. Five Members of the 
Federal Executive Council were appointed to the Director of 
Operations Committee and similar arrangements were made 
at the State and Settlement and District levels to appoint 
leading members of the public to the various War Executive 
Committees. The move was warmly welcomed. 

At the end of the year nearly two million people in 
the Federation were living in “white” areas free from Emer- 
gency restrictions. Only one such area had been established 
in the Federation at the beginning of the year and the pro- 
gress made in this direction was a major step forward to- 
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wards the return of normal conditions in the country. The 
policy whereby irksome restrictions are lifted in areas which 
are now free, or nearly free, of Communist terrorists and 
the people themselves given the responsibility of ensuring 
that no terrorists return to the areas has proved to be very 
successful, and there have so far been no areas where it has 
been necessary to reimpose the restrictions. 


Financial and economic aspects 


The financial posi ion of the Federation in 1954 showed 
some improvement, but the position will continue to give 
cause _or concern so long as it is necessary to super-impose 
heavy emergency expenditure upon essential expenditure on 
the expansion of the social services. A reduction of emer- 
gency expenditure of $40 million was, however, achieved in 
1954 compared with 1958. The 1954 budget showed an 
estimated deficit of $222 million which seemed likely to be 
aggravated by a shortfall in revenue during the first quarter 
of .1e year. The policy of strict economy was maintained 
and, in Sepetmber, a number of new items were added to 
the import tariff. The price of rubber so improved in the 
latter part of the year, however, that the export duty finally 
exceeded the original estimate by a small margin: higher 
production figures than anticipated led to the export duty on 
tin also exceeding the original estimate. The deficit for the 
year was ultimately reduced to approximately $85 million. 
This substantial reduction was due to a number of factors; 
there was an excess of $43.3 million over estimated Federal 
revenue, there was under-expenditure of which approximate- 
ly $30 million was in respect of Public Works Non-Recurrent 
and there was a reduction of approximately $25 million in 
the Federal allocations actually required by the State and 
Setilement Governments to balance their accounts. The 
under-expenditure on Public Works Non-Recurrent items and 
on other items of special expenditure will have to be met 
in subsequent years and are thus not really a saving; a 
sum of approximately $48 million was accordingly carried 
forward into the 1955 budget. 

During the year, Her Majesty’s Government in the 
United Kingdom made available $52.4 million as part of an 
interest-free loan to the War Damage Fund, a grant-in-aid 
of $2.4 million towards the cost of expansion of the Federa- 
tion Military Forces, $5.6 million for Colonial Development 
and Welfare schemes and a contribution of $51.4 million 
towards the cost of the Emergency. A sum of $30 million 
was received from the Government of the Colony of 
Singapore in the form of a loan which is interest-free for 10 
years. Also during the year the general funds of the 
federation were credited with a sum of $26.2 million being 
the Federation’s Share of the surplus funds of the former 
Straits Settlements, in respect of the Settlements of Penang 
and Malacca. At the end of 1954, the general revenue 
balance of the Federation of Malaya stood at $380.6 million. 
The budget for 1955 shows an estimated deficit of $148.6 
million which it is planned to meet from this general 
revenue balance. An assurance has, however, been given by 
Her Majesty’s Government in the United Kingdom that it 
will consider granting financial assistance to the Federaticn 
in 1955 should its financial position deteriorate to an appre- 
ciable extent. 


In the economic field, the Federation had a favourable 
trade balance of $308 million in 1954 compared with $149 
million in 1958; the major factor in this increase was the 
reduction in the value of imports of rice. As has already 
been mentioned, the export duty from both rubber and tin 
exceeded the figures estimated in the 1954 budget. The 
need for improving the competitive position of natural rubber 
remains, however, vital if the country’s economy is not to 
be seriously impaired. In recognition of this need, a Rubber 
Fact Finding Mission headed by Sir Francis Mudie was ap- 
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pointed; the Mission’s report, which was published on ist 
October, 1954, drew attention in the strongest terms to the 
necessity for a massive and rapid replanting programme. 
The solutions proposed were subject to discussion between 
the Government and the industry at the end of the year. 
In order to stabilise the price of tin, the Federation Govern- 
ment supported the proposed International Tin Agreement, 
which now awaits formal ratification by a sufficient number 
of the signatories. With regard to the broader aspects of 
the economy of the Federation, an important event was the 
visit for some three months of a mission of thirteen experts 
sponsored by the International Bank for Reconstruction and 
Development. The mission undertook a general economic 
survey of the country during the early part of 1954. It is 
hoped that the Report of the International Bank. which is 
awaited, will assist the Government ta revise its long term 
development plans so as to secure the maximum economic 
and social progress in the Federation. 


Constitutional development 


The Committee which was appointed in 1953 by the High 
Commissioner, with the concurrence of the Rulers of the 
Malay States, to examine the question of elections to the 
Federal Legislative Council and the constitutional changes in 
the Federal Government arising therefrom, completed its 
task in the early part of the year. Arising out of the re- 
port of this Committee, the first national elections to a 
newly constituted Federal Legislative Council with a majori- 
ty of elected members will take place in July, 1955, on the 
basis of a common electoral roll with adult suffrage for all 
Federal citizens. The unusual step of proceeding direct 
from a fully nominated Council to one in which there will 
be a majority of elected members was felt to be fully justi- 
fied by the experience which had already been gained up and 
cown the country through elections to Municipal, Town and 
Local Councils by persons in all walks of life both as voters 
and as members of those Councils. Moreover, the introduc- 
tion of an elected majority to the Council will help to sti- 
mulate the growth of an effective party system which ex- 
perience has shown is essential to the success of parlia- 
mentary democracy. 


During the course of the year, progress was made in 
the preparatory work for the elections. A Commission was 
appointed for determining the boundaries of the con- 
stituencies, and its recommendations for the fifty-two single 
member constituencies with an average of 94,000 persons 
in each were accepted. In addition, the registration of 
voters was completed and resulted in a little over a quarter 
of the total population of the Federation being registered. 


The constitutional instruments making provision for 
these important measures in the direction of full democratic 
government received the assent of Her Majesty the Queen 
and Their Highnesses the Rulers during the year and the 
interest shown by the political parties in formulating their 
plans to participate in the elections affords good prospects 
of success and orderly progress towards the attainment of 
the ultimate objective. 


Whilst planning for the holding of Federal elections 
was proceeding, arrangements were being made in the States 
and Settlements for the holding of elections to their Councils 
During the course of the year elections were held to the 
Councils of:State in Johore and Trengganu and_ preparations 
were being made for the elections to take place in the re- 
maining States and the two Settlements during 1955. In 
all cases, the elected and nominated unofficial members will 
together make up a majority in the Councils. In Penang 
the elected members will by themselves be in the majority. 


Sir Donald MacGillivray, who was form i 
ir ] : erly Deputy High 
Commissioner, was installed as the new High Conmiaiee 
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HOUSING AND BUILDING IN NORTH BORNEO 


Reconstruction: The 1954 Building Programme has 
largely been a question of small works, many of which have 
been_ outstanding since the original programme was drawn 
up. Among major works, however, were the construction of 
a new Nurses Home in Jesselton while a start was made 
on an Administration Block and Police buildings at Papar. 
At Sandakan the Town Police Station, with bachelor and 
married quarters, was completed as also were the Divisional 
Police Headquarters buildings. This work primarily con- 
sisted of reconstruction of existing buildings together with 
new quarters and Lock-up, ‘Sandakan’s new Market was 
still not complete by the end of the year, and a new Govern- 
ment Station, at one time planned to be built at Tangkulap, 
was started instead at Lamag on the Kinabatangan River and 
reasonable progress obtained. 


In general, it may be said that in the smaller Govern- 
ment Stations, the building reconstruction programme, which 
includes a measure of development, is now complete. In the 
larger towns, particularly Jesselton, Sandakan and Tawau, 
some Government staff is still housed in the temporary 
buildings which were hurriedly erected after the war and 
which are now at the end of their economic life. Many of 
these will be replaced in 1955, and the programme should 
be completed in 1956. 


The designs for two remaining major building projects, 
the Central Government Offices and a new Hospital at Jessel- 
ton, were completed by private architects and tenders had 
been called by the end of the year. Replacement of the 
temporary hospital at Keningau, for which designs had al- 
most been completed in 1955, was delayed as a result of 
suggestions from a visiting Consulting Architect, Mr. Vetter, 
whose wide experience of hospital design led to alterations 
being incorporated. 


Urban Housing: Private building continued steadily 
throughout the year although progress was slow over the 
construction of permanent shophouses in the towns. This 
state of affairs is expected to be remedied in 1955 by a 
system of sponsored building loans. Very considerable pro- 
gress was made, particularly in Sandakan, in the construc- 
tion of private dwelling houses. In that town the removal 
of the Government Hospital to a new site enabled .a well- 
designed suburb to be laid out in the area where the old 
site had been. 


In the larger towns, permanent materials are used, 
either brick or concrete blocks with roofs of tiles, asbestos 
sheeting or reinforced concrete. Domestic dwellings vary 
according to the purse of the owner from modern cement 
bungalows with every convenience to houses of timber con- 
struction with squared hardwood frames on concret: posts 
and roofs of either the attractive local billian shingles or 
corrugated iron, asbestos or, in more remote localities, alumi- 
nium sheeting. 


The closing words of the speech he made at his installation 
were “I can promise you that, as High Commissioner, I will 
spare no effort to get this Emergency obstacle out of the 
way and that I will always be ready to listen and to discuss, 
in a spirit of goodwill and understanding, the best ways of 
reaching our common objective—a united self-governing 
Malaya, happy and prosperous and standing firmly upon 
its own strong feet.” 


Rural Housing: The housing needs of the rural popula- 
tion of North Borneo are essentially simple and present no 
difficult problems. Among the settled and prosperous 
Dusuns of the coast and inland plains the age-long system of 
communal houses has been discontinued and their villages 
consist of groups of houses clustered together among fruit 
and coconut trees. In general, these houses are raised above 
the ground on piles and entered by means of a ladder or 
notched tree trunk. Their construction is primitive—hard- 
wood posts, walls of bamboo, bark, sago-palm stems, or oc- 
casionally, planks, and a thatched “attap” roof made from 
the leaves of the nipah or sago-palm, materials which are 
always available. On the heavily populated Tambunan plain 
in the Interior, the Dusuns build their homes entirely of 
baniboo. 

It is noticeable that the standard of buildiag among 
the settled Dusun community in coastal districts has im- 
proved very considerably of recent years commensurate with 
their increasing wealth, and it is no uncommon thing to see 
well-built and well-designed timber houses with durable roofs 
set among the coconut trees above the padi fields. 


Among the more primitive Muruts and Hill Dusuns oc- 
casional Jong-hovses which may be as much as 200 feet in 
length and contain the whole village, are still to be found. 
These houses are rarely built to last more than two or three 
years, for, quite apart from the flimsy construction, any one 
of a number of superstitions would cause the »ccupants to 
desert their house and build a new one. 


Hotels and Rest Houses: The Sabah Hotel at Sandakan 
originally opened and run by Malayan Airways whose Borneo 
main-line service from Singapore terminates there is ‘eased 
to Mr. Long Yok Sie (whose company runs the Airport Hotel 
in Singapore). Sandakan is also the operational base for 
the internal air service. 

The Airport Hotel at Labuan was enlarged and greatly 
improved during the year. 

In Jesselton, a new and badly needed hotel was com- 
pleted in the town and opened in February, and work was 
finished on a second hotel near the sea-beach at Tanjong 
Aru. 

Fully furnished catering rest houses were maintained 
by Government at Keningau, Tenom, Beaufort, Sipitang, 
Papar, Keta Belud, Ranau, Kudat, Lahad Datu and Tawau. 
The rest houses at Keningau and Ranau in particular are 
popular as quiet holiday resorts. 


Town Planning: The Central Town and Country Plan- 
ning Board consists of five ex-officio members and five per- 
sons nominated by the Governor, under the chairmanship 
of the Development Secretary. The Board held seven meet- 
ings and dealt with seven proposed amendments to town 
plans covering all “the towns scheduled under the Ordinance, 
namely—Jesselton, Sandakan, Tawau, Labuan, Kudat, Beau- 
fort and Papar. 

It also dealt with eleven applications for interim deve- 
lopment and subdivisions within the zoned areas of Jesselton 
and Sandakan. 

Most of the amendments to the plans for the scheduled 
towns were made in response to the demand by the shop- 
keepers for larger lots than those provided under thc ap- 
proved schemes for these towns. 
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RUBBER PLANTING IN SARAWAK 


The importance of the rubber industry to the economy 
of Sarawak need not be stiessed. There are about 250,000 
acres of rubbber in Sarawak nearly all of which belongs 
to smallholders. The benefits of the rubber industry are 
therefore wide-spread and rubber is today still the best cash 
crop of the small farmer. A thriving rubber industry bene- 
fits several sections of the Community—the planter, the ex- 
porter, the trader, the shipper. The rubber industry also 
provides considerable revenue for Government; revenue 
which is needed to provide social services for the country. 


In recent years synthetic rubber has threatened the 
natural rubber industry. Some people believe that the pro- 
duction of synthetic rubber means that the natural rubber 
industry is finished and that it is only a matter of time 
when synthetic rubber will replace natural rubber com- 
pletely. This view is not shared by the Americans who are 
the chief producers of Synthetic rubber. In a recent as- 
sessment the Americans themselves state that for about 
50% of the uses to which rubber is put either natuyal or 
synthetic rubber can be used, depending upon price; for 
about 20% of its uses natural rubber is still unchallenged. 
It is only in 30% of its uses that synthetic rubber is better 
than natural rubber. It will be seen that natural rubber 
can still hold its own against synthetic rubber particularly 
if it can compete in price. ‘Central organisations are carry- 
ing out research into new uses for natural rubber and im- 
proved production methods to combat the threat of synthetic 
rubber. 

The best way in which natural rubber can counter the 
threat of synthetic rubber is to lower its cost of production. 
Natural rubber is extracted from a tree. Synthetic rubber 
on the other haud is manufactured from other materials, 
such as coal and oil, which are in themselves expensive. To 
lower the cost of production of natural rubber we must 
increase the yield per acre. Most of the rubber trees in 
Sarawak are old and poor-yielding; the average yield of 
rubber in Sarawak is about 150 katties per acre. The Rub- 
ber Research Institute in Malaya has developed high-yielding 
clones some of which under average conditions in Sarawak 
should yield at least 750 katties per acre. 


Indenel Olivet 


New Exchange Regulations 


The Government lifted regulations requiring rice and 
tin ore exporters to surrender part of their foreign exchange 
earnings to the Bank of Thailand at official rates. It raised 
the baht payments which tin and rice exporters have to 
make in the form of royalties and premiums. These mea- 
sures have been taken to bring about a free foreign exchange 
market. Lifting of exchange regulations on rubber export: 
is under consideration. Rubber shippers still have to sur- 
render 20 percent of exchange earnings to the Bank of 
Thailand at official rates. 


Nai Sangah Sukabut, Director-General of Foreign Trade 
Department, Ministry of Economic Affairs, said the measures 
will promote rice and tin export trade. The merchant makes 
some monetary gain under the new regulations and is better 
able to compete with exporters of other countries. 


Rice exporters have to obtain permits from the Foreign 


Trade Department, and have to get their rice shipments in- 
spected for quality. Ric exporters must reserve five per- 


If the rubber industry in Sarawak is to survive it is 
essential that there must be replanting or new planting of 
high-yielding rubber. Rubber production has been declining 
in the past years as the figures below disclose :— 


Quantity 


Year piculs Value 
1950 931,983 Mal.$114 million 
1951 714,351 $150 1 
1952 528,710 S$ 65 ” 
19563 402,486 $ 32 ” 


A further steady decline will have adverse effects on the 
economy of Sarawak. Increased yields per acre, which can 
be as much as five times the present yields, can however 
provide profitable production even at much lower prices. 


In order to stimulate replanting and new planting of 
high-yielding rubber and to asSist planters in this undertak- 
ing, the Government proposes to give a subsidy to planters 
of $200 peracre for rubber planting. Provision is made in 
the Development Plan for subsidies to cover from 7,500 to 
10,000 acres of replanting or new planting in the next five 
years. 

Subsidies will be granted only if planting takes place 
on land approved by Government Officers and by methods 
approved by the Agricultural Department. Subsides will be 
paid in instalments, partly in cash and partly in kind. The 
first part of the subsidy will be paid for clearing the land; 
the next part will be in the form of planting material and 
fertilisers; subsequent payments will be made 2 years after 
planting if planting has been carried out to the satisfaction 
of the supervisory staff and 5 years after planting provided 
maintenance has been satisfactory. Titles will be issued 
for new land planted with rubber with specific conditions 
regarding maintenance of rubber gardens. Planters who 
have suitable land with old rubber who wish to replant with 
high-yielding rubber will be supplied with a modern material 
to destroy their existing rubber trees. The material is 
painte!| ov sprayed on the bark and the tree will die within 
three to four months. The trees may continue in tapping 
for some time after they are painted with the material and 
will give an increased yield of latex for a short time. 


FROM BANGKOK 


cent of shipments for sale to the Ministry of Economic Affairs 
for purposes of domestic consumption. 

Mines Department pointed out that under the new re- 
gulations for higher tin ore royalties, tin merchants have to 
pay about 150 baht more per picul. Calculation of royalty 
is based on tin prices in Singapore. The new royalty re- 
gulations permit the Government to deduct 40 percent 
instead of 50 percent of the royalty rates in favor of tin 
producers; formerly the royalty colllected was 50 percent 
and now it is 60 percent. 

In a joint communique. the Ministries of Finance, 
Economic Affairs and Industry stated: 1. Lifting of ex- 
change control regulations will benefit exports and will con- 
tribute towards stability of exchange rates in the open 
market, in this way promoting Thailand’s economic position. 
2. With exporters benefitting from the lifting of exchange 
controls, the Government finds it necessary to increase rice 
premiums and tin royalties to make up for losses in lifting 
of the controls and to prevent raising of prices for domestic 
consumers. 


December 22, 1955 


Hailing the Government’s. lifting of exchange control 
from the rice export trade, rice merchants said that this step 
will definitely promote the trade. 


Import Control End 


__ The Government is considering lifting all import con- 
trols. Higher tariffs on certain imports will be fixed. These 
steps would be taken because of drop in income of the 
Customs Department and the Port of Thailand (Klong oey) 
as a result of the present import controls. 


; Because of import controls, the Customs Department 
will not be able to obtain the income of 1,473 million baht 
estimated in this year’s budget. 


Exchange Equalizing Fund 


The newly ‘established exchange equalization fund 
will not set an arbitrary rate for foreign exchange in 
Bangkok’s open market. The fund is not going to force rates 
down but to stabilize rates. If rates are too low, exporters 
would be discouraged. It is from the export trade that 
foreign exchange comes. The fund will ensure that there 
are no wild fluctuations of rates, because such fluctuations 
are unhealthy for both export and import. It is not pos- 
sible to say that a certain rate is the proper rate. A rate 
proper for one time may be either too high or too low for 
another time. It depends on the circumstances at the time, 
on the export and import trade at the time, on the demand 
and supply. The present rate of a little over 60 baht to 
one pound sterling is about right for this time. If rates 
have gone too high, the fund will release exchange to bring 
them down to what it considers normal for that time, and 
if rates have gone too low, the fund will buy exchange from 
the market. Use of this fund will not affect the value of 
the baht. When the fund sells exchange it gets baht, and 
in getting baht it takes that much baht from circulation, 
and with a smaller supply of baht in circulation the baht 
will retain its value. 


1955 Foreign Trade 


Thailand’s foreign trade this year is the best of the 
past five years, was stated by Major-General Siri Siriyothin, 
Minister of Economic Affairs. Thailand is now exporting 
more than she is importing. In April, there was a favorable 
balance of trade to the extent of nine million US dollars. 
In May, exports exceeded imports by eleven million dollars. 
Rice trade, the base of Thailand’s economy, is improving. 
Rice trade now accounts for 60 percent of the nation’s for- 
eign exchange income, compared with 40 percent last year. 
From January to July, Thailand exported 800,000 tons. 
Thailand has an exportable surplus of 1,200,000 tons this 
year. Because the rice harvest last year was not good, 
Govt. did not permit excessive export of rice during the first 
half of the year, in case there might be shortage of supply 
in September and October. Because of better seedings pro- 
moted by the Ministry of Agriculture, a high total of 400,000 
tons of five percent rice has been milled. 


Balanced Budget in 1956 


The Government decided to have a balanced budget 
next year, it was reported by Nai Kasem Sripayak, Governor 
of the Bank of Thailand. The Government is going to cut 
down expenditures next year, except those of a capital in- 
vestment nature. This is one of the steps being taken for 
financial and economic stability of Thailand. Another step 
is to-ordination between the Ministry of Economic Affairs 
and the’ Bank of Thailand, for promotion of. trade and 
maintaining stabilized foreign exchange rates. When these 
steps bring about improvements there will be no necessity 
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for import controls. Education, -highways and irrigation are 
to receive first priority in next year’s budget. 


Welfare Houses 


The Government is going to build 1,000 welfare houses 
each year from next year onwards. 500 welfare houses have 
been bujlt this year. The houses cannot be sold to families 
whose incomes are too low because of the high price of 
land—due to greater population and greater demand—and 
because of cost of the houses, including electric lights and 
water supply. 


Steel Plant by Krupp 


The Cabinet approved a draft agreement drawn up by 
an official Thai trade and industrial survey mission with 
the German concern, Krupp, for establishing a steel’ plant 
in Thailand. The mission headed by Lieut.-General Banyat 
Thephasdin, Minister of Industry, reported that Krupp pro- 
posed six months’ prospecting and survey of iron ore and 
lignite resources by technical experts of the concern before 
drawing up blueprints for the factory. After a detailed 
survey costing approximately 112,000 US dollars, Krupp will 
take another six months to draft first-stage plans. Among 
other things, these plans will include proposals as to the most 
suitable site of the plant with respect to iron ore deposits 
and origin of lignite which may be the chief fuel used by 
the plant; the size of the factory; and the types of iron 
and steel products. When the Thai government gives its 
approval to the initial-stage plans, Krupp will take another 
four months for blueprinting final plans. Another three 
to four years will be required for construction and equip- 
ping the factory, with the Thai Government and Krupp 
jointly capitalizing the project. Krupp will supply machinery 
and equipment and if the value of these is above the agreed 
portion of the capital outlay by Krupp the Thai Government 
will pay for it in instalments over a period of ten years, 
paying an annual interest of five percent on amounts that 
remain to be paid each year. The Thai Government will 
pay for construction of the factory and other expenses within 
Thailand. It will also pay 200 million baht cash for use as 
revolving capital. It is proposed for the factory to use 
the Krupp-Renn Process and to have a production capacity of 
90,000 tons of steel bars per year. 


Trade Developments 


Major-General Siri Siriyothin, Minister of Economic 
Affairs, will leave at the head of a mission to promote 
trade between Thailand and other countries. Nai Sangah 
Sukabut, Director-General of the Foreign Trade Department, 
reported that up to July 28, Thailand had shipped 805,703 
tons of rice abroad this year. He also reported that the 
Ministry of Etonomic Affairs is to cut down on the per- 
centage of bran in shipments of mixed rice flour and bran. 
At present the percentage of bran in the mixture is con- 
sidered high and it is necessary to reduce it in order to 
maintain supplies for domestic needs of feeding livestock. 

Appointment of a Trade Commissioner to Europe is 
under consideration. This trade commissioner may be sta- 
tioned in London or Paris. 


Thai—Hongkong Trade 


China is dumping supplies of pigs, buffaloes and other 
livestock in the Hongkong market in competition with Thai- 
land, it was reported by Nai Sangah Sukabut, Director- 
General of the Foreign Trade Department, Ministry of For- 
eign Affairs, who recently returned from a five-year term as 
Thai Trade Commissioner in Hongkong. Thai livestock is 
of better quality and preferred by the people of Hongkong, 
He advised that not too many buffaloes or pigs be sent each 
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shipload, because overcrowded conditions induce seasickness 
and cause deaths among the animals. 

Nai Sangah reported that 80 percent of the rice imports 
of Hongkong comes from Thailand and that Hongkong im- 
ports approximately 20,000 tons of rice per month, Rice 
is the main Thai export to Hongkong, with livestock, teak, 
hides, flour, groundnuts, sesame and salt following in im- 
portance. Imports from Hongkong include unbleached 
textiles, ready made clothes, shoes and Chinese medicinal 
herbs. Thailand has always gained the advantage in trade 
with Hongkong, but last year the trade nearly balanced, 
with Thai exports totalling 131.1 million Hongkong dollars, 
and imports from Hongkong totalling 130.1 million Hong- 
kong dollars. 

Nai Sangah reported that merchants in Hongkong had 
requested easing of import restrictions but he explained that 
import controls are necessary to conserve foreign exchange, 
and the controls are general and not limited to Hongkong. 
As a result, Hongkong industrialists plan establishment of 
factories within Thailand to supply the Thai market. 
Relations 


Thai Trade 


Australia wants to increase trade with Thailand. Aus- 
tralia wants to purchase timber and kapok while Thailand 
would purchase butter and wheat flour from Australia. One 
of the obstacles to greater Thai-Australian trade is the fact 
there is only a monthly shipping service between Australia 
and Thailand. 

Thailand has exported 20 million US dollars worth more 
of goods to Japan under the present open account trade 
agreement than she has received from Japan. This excess 
of exports has been brought about by recent large  ship- 
ments of Thai rice to Japan. Japan is sending representa- 
tives to consider renewal of the open account trade agree- 
ment which expires soon. Until conclusion of a new agree- 
ment, the present agreement is to be used beyond its expiry 
date. 

There is a shortage of consumer goods in Laog and 
merchants there are prepared to get these goods from or 
through Thailand. Laotian market. is starved of consumer 
goods because there have been no deliveries from Saigon or 
Pnompenh. Products of domestic industries which are sur- 
plus to Thailand’s own needs will be permitted shipment to 
Laos as well as certain imported commodities which Thai- 
land may import from abroad without difficulty. 


A Thai Economist’s 


Thailand’s balance of payment in the first half of 1955 
showed a favorable balance of approximately 40 million 
baht. This was largely due to the increase in rice exports 
during this period. Thailand exported a total amount of 
720,000 metric tons of rice during the first half of this year 
as compared with 485,000 metric tons exported in the same 
period last year. The increase in rice exports, however, has 
adversely affected the prices of rice in the local market. The 
local prices of rice have rose about 15 percent. Although 
vice is the staple food of the Thai people, the increase in 
its prices would not be detrimental to the country. For in 
a few years the production of rice would be increased as a 
result of the demand for it, and consequently the prices of 
rice in the local market would return to their normal level. 
Since about 80 percent of the Thai people are farmers, in- 
crease in the production and sale of rice would mean that 
the people’s income is raised. As their purchasing power is 
being increased, they are in a position to demand more 
goods. Most of the manufactured goods demanded would, 
of course, have to be imported because Thailand is still 
underdeveloped as far as industrialization is concerned. An 
enormous amount of consumer and capital goods are im- 


Opinion 


FAR EASTERN 


Economic Review 


ported into Thailand each year. This may well be the time 
for Thailand to step up its industrialization program, for 
no agricultural country can remain prosperous for an in- 
definite period of time. 

At any rate, if Thailand can increase its exports at this 
time it would alleviate the tight foreign exchange condi- 
tion. Exports will ultimately pay for imports. Moreover 
the competition in import trade would thereby be activated 
provided, of course, the State does not enlarge its scope 
of operation in the field of business. Consequently, the 
prices of imported goods would be at normal level instead 
of the exorbitant prices charged for some of the consumer 
goods at the present time. 

It is my opinion that private enterprise under capi- 
talism would be the best course for Thailand to follow. In 
such an institution, the customer is free to choose the sup- 
plier from whom he may satisfy his needs and all supplies 
will ultimately offer their goods and services at the cheapest 
possible price. This does not mean that the State should 
not enter the field of business activity. On the contrary, 
if public authorities are extended in the orthodox areas 
such as, the procurement of goods and services for the Armed 
Forces, the supply of water, electricity and light, bus or rail 
transport, harbors, ete., private enterprise can certainly live 
happily together with public monopolies. 

It is agreed among the rice traders in Thailand that 
there will be no exportable surplus of rice left over this 
year. This will give promise of a better economy for Thai- 
land in the years to come. 5 
— V. Nivaivongs 


Standardization 


The importance of standardization should not be under- 
estimated, for it has a very high objective: it aims to bring 
about better economic welfare for the public at large. Its 
importance is not limited only to foreign trade but to do- 
mestic trade as well. In the foreign trade, the buyer wants 
to buy goods in’ accordance with some certain standard. 
Many times trouble arises because goods delivered to the 
buyers do not conform to accepted standards. In the do- 
mestic trade, it is important to set up certain standards for 
goods so that the consumer's can differentiate inferior quality 
goods from the superior ones. 

The Government is contemplating the promotion of do- 
mestic industry. The Government has revised its tariff 
policy with a view to protecting domestic industries. With- 
out setting up a national standard for goods produced do- 
mestically it is almost impossible to cultivate in the mind 
of most of the Thai people to patronize Thai goods. Most 
Thais in Bangkok prefer to use foreign made goods and regard 
domestic products as possessing inferior quality. It may 
be true that most products produced domestically have poor 
qualities, but the domestic producers are forced to produce 
poor quality goods in order to be able to sell at attractive 
prices. Most of the consumers of domestic products aré, 
therefore, those in the low income bracket, and these people 
generally reside up country. To promote Thai products, the 
Government must set up a national standard for goods which 
are produced according to standard grade specifications, and 
it may be administered through certification or standard 
marks. 

Although Thailand has no national standards body, the 
Government has shown its interest in commodity  stan- 
dardization when a Division of Standard was set up under 
the Department of Foreign Trade, Ministry of Economie 
Affairs. Its main objective is to set up standards of Thai 
products for foreign trade. Unfortunately, owing to lack 
of personnel with technical training and appropriate faci- 
lities, the work of this Division is limited. For instance the 
issuing of certificate of standard for Pedah is still done 
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ECONOMIC DEVELOPMENTS IN BURMA 


Trends during the First Quarter of 1955 


_ The seasonal expansion during the first quarter, as in- 
dicated by money and credit trends, was relatively greater 
than during the corresponding quarter of the previous year, 
In volume, the privately held money supply, comprising cur- 
rency in circulation and bank deposits, reached a record 
seasonal peak of K 103 crores at the end of March, after a 
net expansion of 22 per cent since the commencement of the 
busy season in October/November 1954. At the same time 
total bank credit touched a peak of K 19.42 crores during 
the first week of March, representing an increase of 15 per 
cent over the seasonal peak of last year, although account 
should be taken of the addition of the State Commercial 
Bank’s credit to private and government business this sea- 
Son. 

‘ There was clear evidence of a higher level of economic 
activity during the quarter and the greater value of cur- 
ee ee ee Sea 
under the Department of Fisheries, Ministry of Agricultur¢ 
whereas the inspection and grading of rice for exports are 
carried out by the Rice Office, Ministry of Economic Affairs. 
All work should be carried out by the Division of Standard 
if only it has adequate personnel and facilities. The Divi- 
sion should study the International Organization for Stan- 
dardization’s recommendations for standardization, for these 
recommendations are. the result of a world-wide survey of 
opinion covering all the important interests that are directly 
affected in the various countries. Therefore it would be 
wise for Thailand to formulate its national standards on an 
international basis. There are now four countries in Asia 
which are members of the International Organization for 
Standardization, namely Japan, India, Indonesia and Paki- 
stan. When a national standard body is set up in Thai- 
land, the Government should apply for membership in the 
International Organization for Standardization. The Gov- 
ernment will promulgate a standard Act in the near future. 


— -V. Nivaivongs 


Industrial Ambition 


Thailand has reached such a stage of growth that the 
economic welfare of the country can no longer be regarded 
as healthy with a predominantly agricultural economy, ac- 
cording to the Bangkok Chamber of Commerce. Therefore 
the Government has set up an industrialization board to 
study industrial development. There is no doubt that in- 
dustrialization would bring about a dynamic economy and 
society. The government establishment of the Social Securi- 
ties Insurance Department is one step toward the prepara- 
tion for an industrial society. However, industrial develop- 
ment in Thailand should go hand in hand with: the promo- 
tion of agricultural production in order to be economic self- 
sufficient. The basic prerequisite to industrialization would 
be the availability of electric power, sufficient transportation 
facilities and optimum coordination in marketing. Credit 
facilities and technical know-how should also be amply pro- 
vided if progress is to be made in industries. Local pro- 
ducts should be utilized as much as possible as basic raw 
materials for industries. The general public must also be 
educated in order that they can adjust themselves to the 
new situation created by industrialization. Thailand cannot 
become an industrial country overnight; it will take time 
before it will be able to approach even the stage of infant 
industries. Nevertheless we hope to see Thailand as an in- 
dustrial nation within one generation. 


rency and credit financed a relatively higher volume of trade 
and production during the current busy season. Firstly, the 
1954/55 paddy production, the principal cash crop and the 
largest single element in the Burmese national income, re- 
gistered an increase of about 200,000 tons over last year’s 
crop of 5.5 million tons; secondly, the movement and export 
of rice during the quarter under review at approximately 
415,000 tons was 18 per cent higher than the corresponding 
quarter of 1954; and thirdly, the volume of private com- 
mercial imports also registered a substantial increase during 
the quarter under review, despite some restrictive measures 
taken about the middle of March. Finally, the growing of 
momentum of the Government’s development programme, in- 
volving large construction activity and heavy cash disburse- 
ments, has also helped to keep the economy on an upward 
trend. 

A significant development in the field of trade. and com- 
merce was the announcement, on 7th March, imposing a 50 
per cent moratorium on all outstanding import licences, 
which was followed on the 10th March by the immediate 
suspension, until further notice, of Open General Licences. 

These restrictive measures were taken primarily on 
balance of payments considerations, and in particular, to 
conserye foreign exchange resources for development needs. 
The relatively large deficit in the balance of payments in 
1954 continued through the first quarter of 1955, with fur- 
ther drain on the foreign exchange reserves which fell by 
nearly K 7 crores during the quarter to a level of K 61 crores 
as against a fall of K 39 crores for the year 1954. 

The restriction on the use of current import licences 
and the suspension of the OGL had wide repercussions 
amongst the business and commercial sectors. Immediately 
after the announcement of the suspension of OGL on 10th 
March there were some speculative rises ranging from 20 
per cent to 40 per cent in the wholesale prices of imported 
consumer goods, such as textiles, tinned provisions and toilet 
requisites. However, some of these prices drifted irregularly 
lower towards the end of the quarter, following Government 
announcements assuring sufficient supply of essential con- 
sumer goods and the introduction of Open General Licence 
Nos. 1 and 2 on 21st March. The price changes in the Ran- 
goon wholesale commodity market had very little effect on 
the Rangoon cost of living index (base 1941) which moved 
upwards by 6 points only or 2 per cent to 305 at the end 
of the quarter. 

The Government’s finances continued to reflect the 
tempo of the economic development programme. The com- 
bined cash balances of the Government complex including 
state trading enterprises and development corporations, re- 
gistered a fall of K 11.71 crores which was financed largely 
by borrowings from the banking system and drawing down 
of cash reserves. A significant part of the borrowing was 
in the form of Treasury bills, which formed 55 per cent of 
the total internal debt of K 81.42 crores at the end of March. 
It may be mentioned however that a substantial part of the 
decline in Government deposits was on account of the dis- 
bursements by the State Agricultural Marketing Board for 
the seasonal purchase of paddy from the cultivators and rice 
millers, 

A feature of the quarter was the conclusion of a num- 
ber of trade and payments agreements, with the three East 
European countries of Czechoslovakia, East Germany and 
Hungary providing for settlements through bilateral clearing 
accounts. Burma had also previously entered into trade 
and payments agreements with Mainland China and Yugo- 
slavia, in addition to long-term rice contracts with India, 
Ceylon, Japan, Indonesia, Mauritius and Ryukyu Islands. A 
purchase mission was sent to China during the quarter, while 
a trade mission from Czechoslovakia arrived in Rangoon in 


March. 
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Money Supply 


Total money supply, comprising currency in circulation 
and demand deposits of both the private and the govern- 
ment sectors, rose K 2,59 lakhs or 2.3 per cent as compared 
with a decline of K 4,59 lakhs or 3.7 per cent in the corres- 
ponding quarter last year. The changes in the principal 
components for the quarter are given below together with 
comparable data for the past 2 years:— 


Changes in Money Supply 
(lakhs of kyats) 


Increase 
(+) or ‘ 
decrease Private 
(—) during Total Government 
the First Total Notes & Demand Deposits 
Quarter Coin deposits 
1953 + 9,69 + 28,42 + 19,06 + 4,36 — 13,83 
1954 — 4,59 + 20,13 + 18,42 ime etl — 24,72 
1955 + 2,59 + 14,24 + 14,40 _ 16 — 11,65 


The increase in total money supply during the first 
quarter was supported by the expansion in the credit of 
both the Union Bank and the commercial banks. External 
financial transactions, on the other hand, were in deficit 
throughout the quarter contributing a contractionary in- 
fluence to the money supply. These deficits were incurred 
by the private sector while the government sector achieved 
a surplus of over K 6 crores during the period. Despite 
this external surplus and borrowing from the banking system 
of nearly K 7 crores, disbursements to the domestic sector 
redueed government’s cash balances by K 11,65. crores during 
the quarter. The principal factors affecting government 
money supply are summarised below :— 


Factors Affecting Government Deposits 
(lakhs of kyats) 


First First 
Items Quarter Quarter 
1954 1955 
Change in Govt. deposits ............ —24,72 — 11,65 
Factors affecting change :— 

Net receipts from abroad ...... + 5,44 aP 6,29 
Borrowing from banking system .... — 67 + *6,92 
Net payments to private sector ...... — 29,49 — 24,42 
Shift between demand and time deposits — — 43 


Of the K 6,91 lakhs of government borrowing from the 
banking system, K 6,48 lakhs was borrowed from the Union 
Bank and the rest from the commercial banks. 


In the private sector, money supply rose K 14,24 lakhs 
or 16.9 per cent as compared with an increase of K 20,13 
lakhs or 26.7 per cent in the first quarter of 1954. The 
smaller increase in private money supply this year was due 
mainly to lower domestic disbursements by the government 
probably as a result of the greater care exercised in govern- 
ment expenditures on account of the decline in its cash re- 
serves. Higher net external payments this year, exceeding 
last year’s amount by K 50 lakhs, were also a factor respon- 
sible for the smaller increase in private money supply. The 
pedal factors affecting private money supply are given 
elow :— 


Factors Affecting Private Money Supply 
(lakhs of kyats) 


First First 
Items Quarter Quarter 
1954 1955 
+ 20,13 + 14,24 
— 10,79 — 11,29 
+ 29,49 + 24,42 
28 Be ays + 2,65 
Shift between demand and time deposits .. — i5 — 1,64 


The table below gives the trend in the principal com- 
ponents of money supply during the past three years:— 


Money Supply Components 
(lakhs of kyats) 


. Private Govt. 
End of Total Notes‘& Demand Deposits 
Total Coin Deposits 
Mar. 1953 125,86 83,35 60,67 22,68 42,51 
Mar, 1954 119,41 95,44 68,43 27,01 23,97 
Mar. 1955 115,11 89,44 71,13 27,381 16,67 
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Total money supply at the end of March 1955 stood at 
3.6 per cent lower than a year ago. The décline was confined 
to the government money supply which dropped K 7,30 lakhs 
or 30.5 per cent while private money supply rose to K 98,44 
lakhs, 3.1 per cent higher than last year. 


Bank Credit 


The seasonal expansion in bank credit which took place 
during the first quarter of 1954 continued during the first 
quarter in 1955 with a further rise of K 2,60 lakhs or 
16 per cent. This compares with increases of K 2,44 
lakhs or 18 per cent in the preceding quarter and K 2,23 
lakhs or 15.7 per cent in the corresponding quarter: last 
year. 

The trend in bank credit during the first quarter of 1955 
is given below together with comparable data for 1954:— 


(iakhs of kyats) 
1954 1955 


End of Amount % change over Amount % change over 
outstanding previous month outstanding previous month 
Jan. 16,38 + 8.54 18,35 + 12.85 
Feb. 16,67 + 8.39 19,27 Ee es! 
Mar. 16,40 — 1.62 18,86 — 2.13 


During the quarter under review the volume of bank 
credit averaged K18,83 lakhs, 16 per cent higher than in 
the corresponding quarter of 1954 and almost equaled the 
high averages of K 19,43 lakhs and K 19,80 lakhs respec- 
tively in the corresponding quarters of 1952 and 1953. Bank 
credit volume during the first quarter of 1954 was low owing 
to the introduction of the government’s new paddy procure- 
ment policy which tended to reduce the demand for bank 
credit by the rice milling industry. The recovery in bank 
credit to previous levels during this busy season is due partly 
to a greater demand for credit to finance the larger rice 
harvest as well as the carryover of rice stocks from the pre- 
vious year. Credit extended to finance the higher volume of 
private imports and the granting of commercial credit by 
the newly established State Commercial Bank to customers, 
mostly indigenous businessmen, also contributed to the in- 
crease in bank advances this year. 


An analysis of bankers’ loans and advances as at the 
end of March 1955 showed that advances to all principal 
categories of loans except those for primary production of 
food and raw materials increased over last year. Advances 
to the building and engineering trades, which have shown 
a rising tenderiey since 1952 showed a marked increase of 
K 14,55 lakhs or 93 per cent accompanied by an increase 
of K 34,50 lakhs or 465 per cent in those for the import of 
building materials, reflecting the increasing level of construc- 
tional activity. Marked increases were also registered in 
advances fOr the import of other capital goods, namely, base 
metals and manufactures which stood at K 24,87 lakhs at 
the end of March as against K 86 lakhs a year ago, and 
machinery and transport equipment which rose K 27,80 lakhs 
or 213 per cent over the same period. Financing of textile 
imports continued at a high level and stood at K 76,89 lakhs, 
24 per cent higher than last year. Other advances which 
showed considerable increases were those for the marketing 
of paddy rising K 34,31 lakhs or 81 per cent and advances 
to the timber industry (both production and processing) 
which rose 131 per cent and 117 per cent respectively. 


_ Despite the expansion in bank credit during the quarter 
commercial banks’ investment in government securities show- 
ed a small increase of K 48 lakhs. This was due to an in- 
crease of K 1,70 lakhs or 22 per cent in the State Com- 
mercial Bank’s holdings of these securities, Holdings of 
the private commercial banks, on the other hand, declined 
K M27 Jakhs or 15 per cent. Deposits of commercial banks 
(including the State Commercial Bank) at the Union Bank 
declined K 82 lakhs or 9 per cent during the quarter and 
stood at K 8,80 lakhs at the end of the period. However, 
the daily average of excess reserve held by the banks during 


March was K 5,95 lakhs 34 per cent higher than in the same 
month last year. 
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Owing to the seasonal increase in the demand for funds, 
the call money rate gradually hardened from 1 per cent to a 
peak of 2 per cenf during the last week in February and 
continued to be quoted at that rate for the rest of the 
quarter under review. There were, however, no signs of 
stringency in the money market and only one bank took 
a loan of K 80 lakhs from the Union Bank and repaid K 20 
lakhs within the same quarter. 


During the quarter the Union Bank’s holdings of Trea- 
sury Bills and Bonds rose K 10,92 lakhs of which an increase 
of K 4,44 lakhs was due to the conversion of non-interest 
bearing treasury note held by the Bank into 5 year bonds. 
Fresh investment in government securities during the quarter, 
therefore, amounted to K 6,48 lakhs, K 6,23 lakhs in trea- 
sury bills and the rest in 3 year bonds. At the end of March 
government securities held by the Union. Bank totalled 
K 33,72 lakhs: K 27,53 lakhs in treasury bills, K 1,25 lakhs 
in 3 year and K 4,94 lakhs in 5 year treasury bonds. 


Balance of Payments 


Overall position—The overall position in the foreign 
exchange transactions during the first quarter revealed a 
continuation of the deficit experienced in 1954 with a result 
that the foreign exchange reserves of the country fell fur- 
ther by K 6,83 lakhs to a level of K 61,00 lakhs at the end 
of the quarter, as compared with a fall of K 8,10 lakhs in 
the corresponding quarter of 1954. 

Accordingly, significant corrective measures were taken 
during March to ease the strain in the balance of payments 
and foreign exchange reserves. On 7th March, Government 
imposed a 50 per cent moratorium on all current import 
licences except those for private and industrial use. On the 
10th March, following excessive speculative opening of Let- 
ters of Credit by certain sections of the business community, 
Government suspended all Open General Licences until fur- 
ther notice. Towards the end of the quarter however Govern- 
ment re-introduced OGL Nos. 1 and 2, placing certain essen- 
tial commodities on the OGL list. At the same time Govern- 
ment set up a committee of ministers to screen and review 
all foreign exchange payments planned by various govern- 
ment departments and agencies in order to achieve economy 
in Government's foreign expenditures. 

Significant measures were also taken during the quarter 
for promotion of exports, particularly of rice and other com- 
modities. Trade and payments agreements were concluded 
with East Germany, Czechoslovakia and Hungary, in addi- 
tion to finalising of the payments procedure with the Re- 
public of China under a trade agreement signed in April 1954, 
which provided for the export of 150,000 tons of rice in 
1955 to be settled one-fifth in cash and the rest by barter. 
Steps were also taken to enable wider participation of private 
trade in the export of rice. 

The balance of external payments continued to be ad- 
verse during the quarter. At the time of writing complete 
data are available only for the first two months of the quarter 
and these show a current account deficit of K 4,78 lakhs 
which works out to a quarterly rate of K 7,17 lakhs, as 
compared with the deficit of K 8,44 lakhs the previous quar- 
ter. 

Burma Balance of Payments: Current Account 
(lakhs of kyats) 


Oct.-Dee Jan.-Feb. 

1954 1955 
FEXVOLGS OT Mle felearelataie ote ctalaiai=.tis\eieinie!arstais are atelgevte 20,61 13,32 
BN OTES Mae eeinlatnipreieiste efatarers)etais/ais sYs s/elnele/wivie 25,22 15,93 
Prado: Palani a ive wyatohalede ats dtajsotaraiacatelciele — 4,61 == 2°61 
Private remittances & migrants’ transfers .. — 176 — 41 
Official, donations © ..00. ce cesecnceesn nce 16 — 
Other invisibles (met) ........... — 95 — 35 
Other Government Expenditures — ons = Lat 


Current Account (net) 
* Data derived from Exchange Control records. 


Rice continued to be the major source of foreign ex- 
change earnings. Provisional figures show that rice exports 
during the first quarter amounted to 415,000 tons as com- 
pared with 435,000 tons in the previous quarter. The export 
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proceeds of the rice shipped during the first two months will 
not however be fully reflected in the data shown in the table 
because of the following factors: (1) there is always a 
time lag of about a month or two, between shipment of rice 
and receipt of payment; (2) a substantial part of the rice 
shipment is to India, and the fact that part of the value of 
these shipments has to be adjusted against Burma’s out- 
standing debt to that country makes for a greater than 
usual delay in realizing the full net amount due on them; 
and (8) the account adjustment of the rice exports to the 
Republic of China under the barter trade agreement will be 
effected beginning from the second quarter only. . For these 
reasons and also because of the normal speeding up of rice 
shipments before the break of the rains, increased export 
earnings are likely to be realised only in the second quarter 
of the year. A notable feature in export earnings during 
the two month period was the increase in proceeds from 
commodities other than rice, which amounted to 39 per cent 
of total export earnings as against 27 per cent in the previous 
quarter. According to Customs data there was a notable 
rise in the export of raw cotton and rubber in January and 
February. 

On the payments side, foreign exchange expenditures 
on account of OGL imports continued to be at high level, 
running at a monthly average of K 4,25 lakhs compared 
with K 4,63 lakhs in 1954 when there were virtually no 
restrictions on imports, while payments for licenced imports 
were at a lower level at an average of K 1,60 lakhs as against 
a monthly average of K 2,18 lakhs in 1954. The effects of 
the restrictive measures adopted in March to curb imports 
are likely to be reflected in the balance of payments only 
towards the middle of the year. 

Payments by Government both for imports and on non- 
trade account were also at a high level. Government pay- 
ments through the Burmese Embassy accounts in London on 
account of capital equipment purchased abroad amounted to 
K 1,48 lakhs or 35 per cent of total Government trade pay- 
ments as compared with 82 per cent in 1954. An extra- 
ordinary and non-recurring item of foreign exchange ex- 
penditure by the Government was the payment in February 
of K 8,33 lakhs to the B.O.C,. (1954) Ltd. being an instal- 
ment towards the Government’s share in the capital of the 
joint oil venture. 

There were no Significant changes in the trend for in- 
visible payments, Private remittances and migrant’s trans- 
fers, the largest single element in the non-trade payments, 
amounted to a monthly average of K 29 lakhs as compared 
with an average of K 82 lakhs in 1954. The monthly 
averages of other important “invisible” payments are: travel 
K 18 lakhs (against K 14 lakhs in 1954), investment income 
K 9 lakhs (against K 9 lakhs) and private capital payments 
4 lakhs (against K 12 lakhs). 


Foreign Trade 


According to the data obtained from the State Agricul- 
tural Marketing Board, rice exports during the first quarter 
of 1955 amounted to approximately 415,000 tons, an increase 
of 18 per cent above the corresponding period in 1954. This 
intrease was due primarily to the appearance of shipments 
to the Republic of China under a barter trade agreement, 
and the increase in shipments to India. Data for rice ex- 
ports by country for the first quarter of 1955 are not yet 
complete at the time of. writing. The table below shows 
the exports of rice and rice products by country in 1953 and 
1954 :— 

Exports of Rice and Rice Products 
(in thousand tons) 


Countries 1953 1954 

Tons. % Tons. % 

UGE Gdnn dana dadouadoGUnToneo 150 14.6 636 41.3 
PAPA  Frovsiciste e cistart arate tiple terns on 192 18.7 309 20.1 
Ceylon. Shan decoction: 150 14.6 175 11.3 
Indonesia... ow eee eee eens 197 19.2 140 9.1 
Malaya = visisic cies csameeccintiesacis 131 12.8 29 1.9 
United Kingdom .........++++. 56 5.4 81 5.3 
Otherg —-... eee eee eee a ettrata 151 14.7 170 11.0 
MBatsale wecavatnecursciersbauisrssisier 1027 100.0 1,540 100.6 
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Trade data available for the first two months, January 
and February, are provisional as they relate to the Port of 
Rangoon only. (Port of Rangoon data for imports are com- 
parable with all Burma imports because the bulk of imports 
pass through Rangoon only, whereas this comparability does 
not apply to exports mainly because a substantial part of 
rice exports is handled aiso by the other 3 main ports of 
Moulmein, Bassein and Akyab). 

Provisional data for January and February indicate a 
rising tendency for imports of both consumer and capital 
goods above the previous year’s high level. Among con- 
sumer goods, import of cotton yarn and groundnut oil were 
running at an average monthly rate of 1.7 million pounds 
and 3,300 tons respectively in early 1955 as against 1.3 mil- 
lion pounds and 2,100 tons respectively in 1954. Cotton 
piece-goods were however at a lower level, the average 
monthly imports in 1955 being 9.9 million square yards as 
compared with 10.6 million square yards last year. 

There was a substantial increase in the volume of 
mineral o'l imports in the beginning of this year running 
at a monthly average of 2.7 million gallons as against 0.6 
million last year. This may be due probably to the fact 
that oil imports are concentrated in these 2. months as past 
experience shows substantial fluctuation in oil imports from 
month to month. Imports of capital goods including base 
metals and its manufactures and machinery and transport 
equipment which showed a rising trend since 1953, continu- 
ed to increase in 1955 with an average monthly rate of K 2,32 
lakhs as compared with the monthly average of K 2,24 lakhs 
in 1954 and K 1,51 lakhs in 1953. 


Public Finance 


The combined revenue and capital accounts, exelusive 
of borrowing from the banking system, for the first four 
months (October-January), of the current fiscal year are 
shown in the table belcw in comparison with the same period 
of the previous year:— 


(crores of kyats) 


First 4 

months Receipts Expenditures (+) or (—) 
(Oct.—Jan.) 
1953-54 31.62 25.35 6.27 
1954-55 14.25 28.27 —14.02 


Receipts in the first four months of 1954-55 totalled 
K 14,25 crores—45 per cent of receipts in the same period 
last year. This was due to lower receipts through inter- 
departmental Ways and Means advances and net withdrawals 
under civil deposits. Inter-departmental Ways and Means 
advances amounted to K 50 lakhs compared to K 16 crores 
in the same period last year while there were net withdrawals 
of K 2,84 crores under civil deposits in contrast to a net 
receipt of K 68 lakhs last year. Owing to these withdrawals, 
receipts were K 14.25 crores only when tax revenue alone 
amounted to K 14.49 crores. Tax collections showed an in- 
crease of K 1,57 lakhs or 12 per cent over the previous year. 
The details are given below:— 


Tax Collections 
(in lakhs of kyats) 


First 4 

months Total Customs Income Land Excise Others 
Oct.—Jan, 

1953-54 12,92 7,88 1,20 23 1,07 2,54 

1954-55 14,49 9,59 1,54 24 1,08 2,09 


Expenditures in January 1955 were on a lower level— 
K 4,92 lakhs against a monthly averagé of K 7,78 lakhs for 
the previous three months. Expenditures for the four 
months, however, amounted to K 28,27 crores, K 2,92 crores 
or 12 per cent higher than in the same period last year. 
The increase was common to both current and capital expen~ 
ditures—3 per cent on current and 81 per cent on capital 
account. The marked increase in capital expenditures was 
due to Posts and Telegraphs which increased from K 4 lakhs 
to K 34 lakhs, Civil Works Capital Outlay from K 41 lakhs 
to K 90 lakhs and Loans and Advances by Government (net) 
from K 4,96 lakhs to K 7,88 lakhs. A noticeable feature 


FAR EASTERN 


Economic REVIEW 


during the period under review was the marked decrease of 
66 par Beatin Defence Services Capital Outlay—K 61 lakhs 
compared to K 1,79 lakhs last year. Other expenditures 
which declined were Lighthouses and Ligntships Capital Out- 
lay (71 per cent), Police Capital Outlay (48 per cent), Irriga- 
tion Capital Outlay (29 per cent) and Medical Capital Out- 
lay (21 per cent). 

Loans (gross) to the State Boards totalled K 5,80 lakhs 
compared to K 2,38 lakhs last year—a rise of 144 per cent. 
Of this, the Electricity Supply Board received K 2 crores, 
the Housing Board K 1,25 crores, the Industrial Develop- 
ment Corporation and the Special Projects Implementing 
Board K 1 crore each. Industrial loans were alsé higher— 
K 6 lakhs against half a lakh last year. On the other hand, 
loans to agriculturists fell by 25 per cent, cooperative societies 
29 per cent and loans to Government servants 70 per cent. 


Lower receipts coupled with higher expenditures re- 
sulted in a deficit of K 14 crores for the four month period 
(October-January) of the current fiscal year 1954-55. In 
spite of this deficit, Government’s kyat balances recorded an 
increase of K 5,35 crores as a result of a net borrowing 
of K 15.5 crores from the banking system and a net ex- 
ternal receipt of K 6.7 crores. The Government’s net domes- 
tic cash disbursement amounted to K 16.85 crores. 


Prices 


Wholesale prices of selected commodities of local pro- 
duce showed a mixed trend during the quarter. Owing to 
seasonal influence, the whole sale price of Kamakyi (old 
crop) hardened during the quarter and increased by 10 per 
cent (see table). Heavy arrivals of groundnut oil from 
India in ‘recent months, following the reduction of export 
duty, resulted in a drop of 12 per cent in the price of locally 
produced groundnut oil. There was a general improvement 
in gram prices during the quarter with a gain of 29 per cent 
over the previous quarter. This improvement was due partly 
to seasonal factors and partly to increased foreign demand. 
Prices of dried chillies sagged further by 42 per cent. The 
dyastic fall in this commodity since June 1954 is the com- 
bined result of increased local production and heavy imports. 
Dried fish and ngapi dropped 9 per cent and 20 per cent 
respectively in price while onions, firewood and tobacco 
showed price increases of 22 per cent, 10 per cent and 16 
per cent respectively. It may be noted however that the 
average price of onions during the quarter was 32 per cent 
below the corresponding quarter of last year. It is reported 
that the fall in the price of onions especially from India has 
adversely affected the onion producers and the plan for in- 
creasing onion acreage. Compared with the corresponding 
quarter last year wholesale prices of selected commodities of 
local produce were generally lower this year, 


The Rangoon consumer’s price index (base 1941=100) 
for an average Burmese family of three units increased 
slightly by 2 per cent from 292 points to 299 points at the 
end of the quarter. The increase in the consumer’s price 
index was accounted for by the higher food and fuel: and 


light indices reflecting the rise in retail price of rice and 
firewood. 


; In the selected export commodity market, the firmness 
in the price of rubber was maintained with a rise of 21 
per cent during the quarter. The increase in the price of 
white beans by 18 per cent was partly seasonal and partly 
on account of increased foreign demand, especially from 
Japan. Wolfram and zine prices increased by 31 per cent 
and 7 per cent respectively while the price of lead decreased 
by 4 per cent.on the previous quarter, 

_ The 50 per cent moratorium on all current import 
licences announced on the 7th March and the suspension of 
the Open General Licence on 10th March led to speculative 
rises in the wholesale import commodity market ‘in Rangoon 
Cotton textiles led the field and prices jumped as much as 35 
per cent for certain varieties of Indian long cloth, while 
Japanese cotton textiles of a popular variety also moved up 
by 29 per cent. Other important commodities which were 
prominent in the speculative price increases between the 
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COMMERCIAL & FINANCIAL MARKETS OF CEYLON 


PRINCIPAL EXPORT COMMODITY MARKETS 


During October, prices for tea showed some irregularity 
though generally values closely followed the decline in 
quality. There were certainly no signs.of bullishness in rub- 
ber markets and easier conditions prevailed for coconut oil 
after a steady commencement. 


Tea.—Ceylon and Indian tea offered in London during 
October was sold on a declining market. The seasonal de- 
cline in quality was evident in the “rains” teas from Assam 
and the poor flavour of Ceylon Uvas, and a recession of sale 
prices took place despite good demand. Production figures 
for the season in India and Ceylon clearly indicated increases 
which could relieve any tight position but it was also ap- 
parent that quality teas would be very limited. The aver- 
age price of Ceylon tea at the opening sale in London re- 
mained virtually unchanged at 6s. per pound with a keen 
demand foy finest qualities. Competition was much less 
active at subsequent sales but buyers were carefully watch- 
ing quality and prices followed the decline very closely. The 
prospect of a flood of poor quality tea in the months ahead 
was reflected in the very keen demand for best quality 
and the few useful Uva and Udapussellawa types came in 
for good bids. Generally however the market declined and 
at the end of October Ceylon tea closed at an average price 
of 5/9d. per pound. 

In Colombo, tea prices were very irregular during Octo- 
ber. At the opening sale, a strong Middle East demand 
raised the price level of low-grown varieties but declining 
quality particularly from the Uva district and the lack of 
strong demand from Australian buyers resulted in lower 


first first and second week of March were groundnut oil (30 
per cent), canned fish (25 per cent). Japanese cotton yarn 
(8 per cent) and cigarettes (12 per cent). However, follow- 
ing the introduction of OGL Nos. 1 and 2 and the Govern- 
ment’s announcement that measures would-be taken to en- 
sure an adequate supply of esSential consumer goods an 
easier tone prevailed and prices drifted irregularly down- 
wards towards the end of the quarter, although prices in 
general tended to be still higher than the pre-O.G.L. suspen- 
sion period. 


Wholesale Prices of Selected Export and Import Commodities 
First Quarter 1955 


(Quarterly averages of monthly rates) 


In Kyats 
(unless otherwise specified) 
1954 1955 
Item Unit 1st 4th 1st 
Quarter Quarter Quarter 
Export 
Rubber No. 1 0.87 1.13 1,37 
Cotton BCF 27d 26%4d 23%44 
White Bean ..... 45.81 30.73 36.22 
Lead (Refined) _— 101.43 97.51 
Zine (G.O B.) — 75.93 81.30 
Wolfram .....«.+ lllsh. 190% sh. 2501/3 sh. 
Import 
Cotton Piece-goods 
White—India 
(Tata 16,000) .....see0- 40 yds _ —_ 37.36 
Cotton Piece-goods 
Printed—Japan 
(5050) ween eee secccese42 yds. — — 48.29 
Cotton Yarn— 
‘Hongkong 20's .10 Ibs. 28.08 26.03 25.86 
Japan 20’s oo ” 29.86 28.47 30.13 
India 20’s ans 25.43 24.27 25.14 
Groundnut Oil ........ 202210 viss 37.00 31.14 27.91 
Coconut Oil (Single Star) .. » 83.66 30.33 Soe2 
Goodyear Tyres ....- eivisieisiainsOeU 365.00 345.00 352.96 
Flour (Australia) .,......0.ag (50 lbs.) 18.20 14.96 ae 
Fish (Japan iiss alCake 53,42 51.44 . 
passed Fieh oven) .. 20 tins 96.89 102.50 105.42 


Cigarettes (60’ Capstan) 


prices for many high and medium-grown teas. Smaller 
offerings and a better general demand at subsequent sales 
were largely responsible for better average prices during the 
rest of the month. Uva teas continued to show a decline 
in quality but useful liquors were found in Dimbulla and 
Dickoya types, and though buyers were hesitant at first de- 
mand improved with growing confidence. Australian  ex- 
porters re-entered the market but buyers for the Persian 
Gulf were less active than usual; nevertheless competition 
was generally keen for the limited quantities on offer. 


Rubber.—Price movements on world markets have been 
wide and varied in October. After a fortnight of substantial 
losses some recovery was recorded in ‘he third week but 
at the close of the month the market was again irregular 
and an uncertain tone prevailed. The sudden price-drops 
in the opening week were attributed to various circumstances 
such as the United States President’s illness and the tighten- 
ing of credit restrictions in Britain, the United States, Aus- 
tralia and New Zealand, but the more immediate factors 
were large shipment offers from Singapore and selling pres- 
sure by speculators. Further liquidation at lower prices 
was characteristic of the following week’s trading especially 
after news of increased world rubber production in August. 
Preliminary figures issued by the International Rubber Study 
Group disclosed that production in August exceeded con- 
sumption by 23,500 tons and that the gap between the two 
was steadily being narrowed down. The price slide was 
fortunately halted in the third week of October by steadying 
influences from New York, Board of Trade interest on the 
London market and buying orders from the Soviet Union for 
nearby rubber. But this firmer tendency gave way to hesi- 
tancy and irregularity in the closing week on rumours of 
reduced American stockpiling and news of steps to be taken 
in the United States to increase production of synthetic 
rubber by the establishment of new factories. 

In Colombo, rubber prices for crepe and sole crepe de- 
clined in sympathy with world prices but prices for sheet 
rubber remained at the fixed level of Rs 1.357 until a 15- 
cent increase in all grades was announced towards the close 
of the month. The new prices which will be effective till 
the end of the year were made possible by higher f.o.b. prices 
payable by China for contracted quantities of sheet rubber. 
These higher prices for sheet resulted in an automatic 
inerease in the export duties of many classes of rubber, 
the market prices of which soon reflected the change. 
The new prices payable by China for purchases of 
sheet rubber from June to December, 1955, are on 
a sliding scale based on the monthly average price: 
recorded in Singapore. Under the new scale a price of 27 
pence per pound is payable by China if the monthly average 
price in Singapore is below 22 pence and the premium varies 
thereafter with changes in Singapore prices. Crepe prices 
followed trends in world markets and registered sharp de- 
clines in the first fortnight, the average price for No. 1 grade 
dropping from Rs. 1.88 on October 18t to Rs. 1.68 on October 
15th. Scrap crepe prices did not decline to the same exten’ 
partly owing to the fact that the rise in export duties did 
not affect these grades, but sole crepe also declined about 
20 cents on average in the course of the month. 


Coconut.—Copra and oil markets were rather unevent- 
ful in October. Early in the month there were indications 
in Colombo that prices would firm up with interest being 
shown by many shippers but the absence of conipetitive 
bidding from Indian buyers kept prices from rising as much as 
they might have done had freight facilities been available 
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to Bombay. This small improvement in the market was 
however very short-lived and much European interest flagged 
on news of further restrictions on credit in those countries. 
Easier conditions for coconut oil in London replaced the 
earlier steadiness in the market and Ceylon oil dropped from 
£93 to £92 per ton. Thereafter, both in London and in 
Colombo, coconut oil prices showed a declining trend though 
there were occasional spurts of trading activity. Ceylon oil 
was quoted in London at £91 and lower, while in Colombo 
the prices dropped to Rs. 927.50 per ton from the relatively 
high figure of Rs. 945 at the commencement of the month. 


EXTERNAL TRADE 


Balance of Trade.—During the trading period January/ 
September this year the value of exports exceeded imports 
by Rs. 327.9 million. This balance of trade in 1955 as 
compared with the same period last year indicates an im- 
provement of Rs. 26 million. This has been possible because 
export income (including re-exports) increased Rs. 48 million 
while expenditure on imports rose by only Rs. 22 million. 


Jan./Sept., Jan./Sept., 
1954 1956 

(Rs. Thousand) (Rs. Thousand) 
Exports. of Ceylon merchandise .......... 1,278,211 1,348,541 
Re-exports of foreign merchandise aie 71,755 50,122 
Imports of foreign merchandise 1,048,412 1,069,328 
Balance of Trade in merchandise 301,554 329,335 
Exports in Bullion and specie ............ — _— 
Imports of Bullion and specie ...........- 12 1,415 
Total visible balance of trade ..........+- 301,542 327,920 


Exports—A sum of Rs. 894 million representing 66 
per cent of total exports was received from 266.2 million 
Ibs. of tea exported during the nine months ended 30th 
Septembe. Of this quantity 92.6 million pounds were pur- 
chased by the United Kingdom while Australia and the U.S.A. 
received 31.3 million pounds and 27.1 million pounds respec- 
tively. Our shipments of tea to Australia which recently 
suffered a setback assumed normal proportions in September. 

Value received for 141.5 million pounds of Rubber ship- 
ped in the nine months ended September, 1955, was Rs. 
212.6 million. China absorbed 36.6 million pounds and the 
U.K., U.S.A. and Germany received a total of 83.7 million 
pounds. Although shipments of sheet rubber were diverted 
from China to other countries in recent months following 
the rise in world prices, exports to China in September, 
1955, have been on a larger scale. 

Purchasers of copra have again been predominantly 
Indian, 97 per cent of copra exports during January to 
September, 1955, being absorbed by that country. More 
coconut oil has also been shipped this year though prices 
obtained were on a lower level. The increase in export 
quantities of the main coconut products has however so 
far been insufficient to offset completely the decline in total 
export income derived from these products. 

The United Kingdom received Rs. 386.3 million worth 
of exports im the nine-month period and retained the position 
of chief buyer. Export receipts from that country repre- 
sented 29 per cent of total receipts on exports. 


Imports.-The value of imports from the United King- 
dom, the largest supplier, amounted to Rs. 225.0 million or 
21 per cent of total imports. India “and Burma ranked 
second and third in the list of suppliers accounting for 16 
per cent and 7 per cent respectively of Ceylon’s expenditure 
on imports. 

The quantity of rice imported this year remained about 
the same as in the corresponding period last year but lower 
costs have enabled a saving of about Rs. 35 million. Sup- 
pliers of this commodity in order of importance were Burma, 
India, China and Pakistan. Australia was the largest sup- 
plier of wheat flour but the cheapest source was clearly 
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France which followed a close second. Expenditure on piece- 
goods of cotton and silk was lower by RS. 11 million though 
a slightly larger total quantity was imported in the current 
year. The number of motor cars imported this year has 
increased by 54 per cent and the additional cost compared 
with the corresponding period in 1954 was Rs. 7 million. 


External Assets——A favourable trade balance in Septem- 
ber, 1955, enabled- commercial banks to purchase a net 
amount of Rs. 48.7 million from the private sector. Ceylon’s 
total external assets increased by Rs. 30.2 million during 
the month, reaching a total figure of Rs. 1,091.3 million at 
the end of September, 1955. 


FINANCE 


Money Supply.—In September the money supply in- 
creased by Rs. 27.7 million to Rs. 1,011.8 million which is 
the highest level reached since July, 1951. This figure is 
Rs. 130.6 million or 14.8 per cent higher than the money 
supply in September, 1954. The increase in September, 
1955, was very largely the result of an expansion in the 
Government sector which made purchases of foreign exchange 
by running down its rupee cash balances. Net external 
banking assets, which would otherwise have risen, therefore 
actually fell by Rs. 0.4 milion. 

Particulars of the increase in the money supply in 
September are ag follows (in Rs. Million) :— 


Money: supply iw August, 1965 ac iccccc cv sas cculeccccvcuaduncs 984.1 
Contraction in foreign sector oie seus sees secre veils eee sioen cincies 0.4 
983.7 
Expansion. In. private .sector: i. .ecead cscs sisi seis ees etait 0.6 
Expansion in Government sector 26.0 
Adjustments for items in transit ibe 28.1 
p 1,011.8 


Though the foreign sector appears to have had a con- 
tractionary influence on the money supply, there was, in 
fact, an increase in total external assets. The influence of 
the foreign sector on the money supply in September was 
seen not directly in the rise of external banking assets as 
in earlier months but indirectly in the reduction of Govern- 
ment rupee cash balances. The fall in Government cash 
balances by Rs. 26.1 million was partly due to its foreign 
exchange transactions and partly to seasonal factors oc- 
curring towards the close of the Government financial year. 
The small ‘expansion in the private sector was the result of 
a rise in commercial bank credit which was offset to a large 
extent by a rise in fixed and savings deposits in the private 
Sector. 

Commercial Banks.—Commercial banks increased their 
treasury bill holdings by Rs. 0.9 million in September but 
decreased their investments in Government securities by Rs. 
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to the domestic private sector by Rs. 11.9 million, compared 
with Rs. 22.9 million in August. 


Liquid assets of the banking system which have been 
falling since February (except for a small increase in July) 
showed a marked rise of Rs. 45.2 million in September. This 
was mainly due to the fact that the Government increased 
its cash balances with the commercial banks although its 
overall cash position declined during the month. Commercial 
bank balances with the Central Bank consequently rose sub- 
stantially and excess reserves were more than doubled. The 
ratio of liquid assets to demand deposits also increaSed from 
56.5 per cent to 57.8 per cent. 


Government Finance:—Proyisional] figures of Government 
cash operations show a net cash operating deficit of Rs. 50.9 
for September. This brings the cumulative net cash operat- 
ing surplus for the financial year to Rs. 127.4 million, com- 
pared with a surplus of Rs. 33.7 million in 1953/54. The 
net cash operating deficit in September, 1955, was financed 
by a reduction of Rs. 50.5 million in Government’s cash 
balances and a withdrawal of Rs. 0.4 million from the I.B.R.D. 
loan account, 


Prices and Wages.—The downward trend in retail prices 
continued in September. This was indicated by the Colombo 
Consumers’. Price Index which dropped by 0.5 per cent to 
reach 99.4, the lowest figure in 18 months. A decline in the 
domestic group of the index more than offset rises in the 
export and import groups. 

The wage rates of plantation workers and of Govern- 
ment unskilled workers remained unchanged in September, 
their real wages rising by 0.5 per cent owing to the decline 
in the cost of living. Wage rates in tea and rubber export, en- 
gineering, building and printing trades fell by about 1.1 per 
cent while the drop in the match manufacturing and motor 
transport trades was about 0.9 per cent. Real wages in 
these two groups fell by 0.6 per cent and 0.4 per cent respec- 
tively. 


Ceylon Income Tax 


Income from Treasury Bills accruing to non-residents is 
specially exempted from Ceylon Income Tax except in the 
case of such investments made in the course of trade or 
business carried on in Ceylon. Resident companies are 
liable .at 34% and non-resident companies at 40%, For Re- 
sident Individuals—rates are low, and there are generous 
personal allowances. British subjects resident in the British 
Commonwealth and Empire are entitled to relief which brings 
down the effective rate of tax on their Ceylon income to the 
same as:would be payable by them if they were resident in 
Ceylon. Provision is made for double tax relief as between 


-Ceylon on the one hand and mary Commonwealth and Em- 


pire countries on the other. In the case of the United 
Kingdom, in normal circumstances the United Kingdom au- 
thorities grant relief equal to the Ceylon tax on the doubly 


1.4 million. 


There was an increase in bank accommodation 


taxed income. 


FINANCE & COMMERCE 


HONGKONG EXCHANGE 
MARKETS 
HONGKONG PROSPERITY 

Preholiday activity was generally 
high in spite of a slightly tighter money 


market. Allround speculation and hectic 
business activity is pronounced. The 


real estate and construction markets 
take up many millions of HK$, week by 
week. Many new projects for housing 
construction were reported «during re- 
cent weeks totalling over $200 million, 
and land prices everywhere are still 
rising. Central district land is now 
above $600 per square foot, and in 
areas regarded only a few years ago 
as- suburban, land now fetches. from 


$100 to 200 per sq. ft. High land 
prices rather encourage than discourage 
speculative transactions and acquisitions 
for immediate construction. In every 
corner of the twin cities, and even in 
almost all towns and larger villages in 
the rural New Territories, building 
activity is strong and sustained. More 
funds from oversea Chinese are trans- 
ferred here and immediate investment 
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is usually following upon receipt in the 
Colony. The largest absorber remains 
the construction and real estate mar- 
kets; but local securities have also been 
bought, at current high rates, in rising 
volume, and light industridl factories 
and workshops are also benefiting from 
this capital inflow. Industrial growth 
has been spectacular and ever more 
workshops are being opened, there being 
now, including the nonregistered ones, 
about 3,300 factories and workshops in 
a territory of about 24 million people. 
For their prosperity these industries, 
with the exception of a few factories, 
depend entirely on the export market. 


The confidence in the future of Hong- 
kong—as an industrial centre, as a poli- 
tically and financially stable British 
colony—is firm and the loca] population 
(98% being of Chinese race) appears 
well satisfied with general conditions. 
The ever changing face of the urban 
areas of Victoria and Kowloon bears 
out the optimism pervading the re- 
sidents here. A booming tourist trade 
—mainly supported by American 
visitors, including US service personnel 
—-has enabled tens of thousands of peo- 
ple here to live and prosper. The debt 
of gratitude of the people here to the 
United States for this unrelenting flow 
of their tourists to Hongkong is great 
but is not always gracefully acknow- 
ledged. This year the tourist industry 
may bring the people of Hongkong an 
aggregate earning of $200 million. 
Statistics, official and private, support 
the view, so widely held, that Hongkong 
lives opulently when compared with any 
other part of the Far East—excluding 
always Japan which mighty nation is 
much closer to the advanced countries 
of ite West than to any country in 

sia, 


For a large number of not locally. 


domiciled Chinese this Colony has be- 
come their principal investment sanc- 
tuary. The free exchange market and 
an open gold bullion market have been 
irresistible attractions. Still, there are 
a few oversea Chinese who harbour ap- 
prehensions. about the future of this 
Colony, being of the opinion that the 
Peking government will not allow peace 
and prosperity to prevail but will at- 
tempt, in the overall scheme of com- 
munist advance and aggrandisement, to 
wage a war of nerves some of the time. 
Such fears are also shared by a number 
of post-1949 immigrants from Shang- 
hai who feel that as long as the Peking 
regime remains in power unchallenged, 
the prospects of Hongkong cannot be 
regarded too sanguinely, 


For the week of 12th to 17th December 


1955 
U.S.$ 
Ten ie a as Notes Notes 
Dec High Low High Low 
12 $587% 5874, 583% 582%, 
13 588 587% 58314, 582% 
14 587% 587 582% 582 
15 58714 587 582, 58156 
16 58734 587 582% 582 
17 5874 587 582% 581765 
D.D. rates: High 586% Low 585. 


Total tradings: T.T. US$1,990,000, 
Notes cash US$550,000 and forward 
US$1,660,000, and D.D. US$360,000. 
While switch exchange operators bought 
T.T. and shippers acquired notes, both 
took the advantage of our low rates 
and strong selling offers, for our rates 
were working below New York crosses. 
In the T.T. sector, usual funds from 
Japan, Korea, Bangkok and Indochina 
were offered freely with general and 
gold importers, and banks and switch 
exchange operators bought rather heavi- 
ly. In the Notes market, shippers con- 
tinued to enjoy some 5 points profit in 
shipping. Interest for change over in 
fictitious forward favoured sellers and 
amounted to $1.30 per US$1,000, while 
positions figured at a daily average of 
US$2;3 million. In the D.D. sector, the 
market was quiet. 

Yen: Notes quoted $1,485—-1,460 per 
100,000, for cash. Small business was 
transacted in fictitious forward, and 
change over interest favoured buyers 
and was fixed at $3.64 per 100,000. 

Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines . 1.9425—1.9275, 
Japan 0.01465—0.0145, Malaya 1.879, 


Indochina 0.0714—0.0638, Thailand 
0.267. Sales: Pesos 420,000, Yen 110 
million, Malayan $360,000, Piastre 9 


million, Baht 5 million. The market 
was active. A rumour was launched by 
some misinformed persons about the 
possibility of the devaluation of the 
Peso in the near future. Inflowing 
capital from South East Asia ports ‘0 
the Colony was noticed. 


Chinese Exchange: People’s Bank 
Yuan notes quoted $1.60—1.54 per 
Yuan; only small counter business trans- 
acted. Taiwan Bank Dollar notes 
quoted $172—166 per thousand, and re- 
miances 146—137, with small business 

one. 


Bank Notes: Highest and lowest rates 
per foreign currency unit in HK$: 
England 15.27—15.24, Australia 12.30, 
New Zealand 13.72—138.67, Egypt 15.10, 
South Africa 15.82—15.27, India 
1.1725—1.17, Pakistan 0.98—0.95, Cey- 
lon 0.96, Burma 0.63, Malaya 1.832— 
1.825, Canada 5.83—5.815, Philippines 
1.955—1.9475, Macao 1.00—0.99, Swit- 
zerland 1.35, France 0.015—0.014975, 
Indochina (New issue) 0.075—0.0745, 
Indonesia 0.162—0.158, Thailand 0.255. 


Gold Market 


Dec. High .945 Low .945 Macao .99 
12 $2543 254% 
13 25414 258% 264 High 
14 253% 25354 
15 253% 25314 
16 253% 25334 Low 26334 
17 2633, 25336 


The opening and closing prices were 
254s and 2588, and the highest and 
lowest were 254% and 2533. The mar- 
ket was slightly easier on lower US$ 
exchange rates and also on an increased 
stock. Interest for change over favour- 
ed sellers and amounted to $1.19 per 
10 taels of 945 fine. Tradings were 
confined largely on import and export 
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business and totalled 44,040 taels or 
averaged 7,340 taels per day. Positions 
taken by speculators figured at a daily 
average of 23,800 taels. Cash sales 
amounted to 27,610 taels (3,410 taels 
listed officially and 24,200 taels ar- 
ranged privately). Imports came from 
Macao and totalled 21,000 taels; a ship- 
ment of 48,000 fine ounces arrived in 
Macao via the Colony. Exports totalled 
17,500 taels (8,000 taels to Bangkok, 
6,500 to Singapore, 1,500 to Indonesia, 
1,500 to Rangoon). Differences paid 
for local and Macao .99 fine were 
$12.40--12.10 and 11.80—11.60 respec- 
tively per tael of .945 fine. Cross rates 
worked in the Exchange were 
US$37.76—387.74 per fine ounce. A 
total of 12,800 fine ounces were con- 
tracted during the week at 37.75 C.LF. 
Macao, Counter business of local gold- 
smiths for ornamental purposes was 
not encouraging, and most of thein 
passed on with idle buSiness. 


Silver Market: While world prices 
were again on the upward, local market 
was very quiet without any sign of 
movement. Bar silver quoted at $5.90 
per tael with 500 taels traded, $ coins 
quoted at 3.75—3.73 per coin with 800 
coins traded, and 20 cent coins quoted 
at 2.88—-2.85 per 5 coins with 1,000 
coins traded. 


SINGAPORE SHARE 
MARKET 


Confidence in the future of the na- 
tural’ rubber industry and a soaring 
metal price caused markets to move 
higher. In particular, Tins were buoy- 
ant with some considerable price 
improvements. Rubbers had increased 
enquiry and exchanges at higher levels 
whilst Industrials, although active and 
firm, were overshadowed by commodity 
shares. The daily volume of business 
rose considerably. 


The Industrial section had a number 
of bright spots. Federal Dispensary 
were taken from $3.40 to $3.50, Malayan 
Collieries to 97 cents and McAlisters to 
$3.223. -In anticipation of the publica- 
tion of the Accounts of Straits Times 
(due this month) the shares had better 
enquiry and improved from $2.90 to 
$3.00. Wearne Bros. had a large turn- 
over at $3.15 and $3.12 cum 45%, 
Metal Box had exchanges at $1.60 and 
Straits Traders: from $243 to $249. 
Singapore Cold Storage were down to 
$1.60, Gammons had better turnover at 
$2.55 but Fraser & Neave Ords were 
subdued with only small exchanges be- 
tween $1.733 and $1.71%. London sup- 
plied Consolidated Tin Smelter Ord. at 
30/6 and accepted Singapore Traction 
Ords. at 28/3 and 27/9d, 

Rise in the metal price totalled $153 
per picul which led to great activity in 
the Tin section: Lower Perak had a 
large turnover from 16/- to 16/9 cum 
1/6 and from 15/9 to 16/- ex dividend. 
Kuala Kampar had exchanges at 31/9 
cum 3/-, and from 30/9 to 31/6 ex divi- 
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dend. Austral Amalgamated were taken 
from 16/43 to 17/-, Kampong Lanjut 
(on. rumours of the dredge starting 
again in the near future) rose sharply 
from 19/6 to 26/- and Laruts improved 
to 9/8d. buyers. 


Petalings disappointed by failing to 
show any subStantial gain. After ad- 
vancing earlier in the week from $4.35 
to $4.45 they remained static at the 
latter figure. Kuchai were taken at 
$2.50 cum 100% final, Rantau had ex- 
changes at $1.64 and $1.65, and Talam 
Mines rose from $2.10 to $2.20. 


Kinta Kellas had business at 7/- and 
London accepted Ampats at 10/13, 
Renong Tin at 11/- and Tanjong Tin at 
20/6d. 


The Natural Rubber Bureau in 
Washington has reported to its members 
that an expanding future for natural 
rubber promises a healthy outlook for 
producers for at least the next 5 years. 
It is still true that there is no man- 
made rubber yet in sight which can 
match crude’s potential cost of produc- 
tion. This report as well as a Financial 
Times article which predicted that the 
demand for rubber during the first quar- 
ter of 1956 would be higher than ever, 
ereated fresh confidence and gave a 
fillip to the Rubber section, 


Kempas jumped from $1.823 to $2.15 
and Mentakab from $1.48 to $1.75. 
Benta were taken from $1.15 to $1.213 
and Ayer Panas from $1.15 to $1.22. 
Borelli rose from $3.05 to $3.10 cum 
15%, Pajam $1.21% to $1.25, Jeram 
Kuantan from $2.00 to $2.05 and New 
Serendah from $1.67%4 to $1.75. Taken 
from London were Bukit Sembawang 
from 3/13 to 3/41%4 and Bangawan at 
6id. and 63d. 


The Loan market continued quiet. 


HONGKONG SHARE 
MARKET 


The turnover last week on the local 
stock exchange market totalled a little 
over $3 million which is not a very im- 
pressive figure. The undertone, how- 
ever, was very firm in general with 
interests centred in utilities and several 
other popular shares. The volume of 
trade was limited by the shortage of 
scrip at rates offered by buyers. Share 
yields are now more attractive than 
during the past 11 months. HK Banks 
went up from $1685 to 1690 on Thurs- 
day; at the end of the week when buy- 
ing offers increased to 1700 there was 
no scrip available. Lands firmed up to 
$60 on Tuesday; buyers offered 60.50 
on Thprsday but sellers wanted 61. 
Utilities including Yaumatis, Lights, 
Electrics and Telephones all registered 
gains. Providents and Wheelocks were 
slightly lower on Wednesday, but re- 
covered at the end of the week. On the 
other hand Wharves and Docks declined 
‘slightly from previous gains as a result 
of profit-taking during the week. Fri- 
day quotations (Docks $29.70 and 
Wharves 67.50) were still higher than 
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HONGKONG AND FAR EASTERN TRADE REPORTS 


Last week’s local commodity market 
witnessed renewed Korean purchases as 
well as steady demand from S.E. Asia. 
Taiwan was keen in pharmaceuticals 
and China in fertilizers. Japan’s in- 
terest in China produce and _ metal 
scraps was retained; but trading with 
the Philippines failed to improve. 

Trade Restrictions: HK manufac- 
tured cotton towels and towelling ex- 
ported to U.S. must now be covered by 
Comprehensive Certificate of Origin. 
The Philippine customs will levy a 
special provisional import duty of 17% 
as from January 1, 1956. Shipments 
of toilet preparations and proprietary 
medicines from Singapore to HK after 
January 1, 1956 must be accompanied 
by a certified invoice. 

China Trade: China ordered another 
shipment of 1 million lbs of wooltops 
from Britain; offered India 60,000 tons 
of steel; and booked 90,000 bales of 
Egyptian cotton for delivery next year. 


those on Noy, 24: Docks 27.80 and 
Wharves 67. Compared with the pre- 
vious week, last week’s prices show fol- 
lowing fluctuations: 


Share Dec. 9 Dec.16 Up or Down 
HK Banks 1685 1700 b +$15 
Union Ins. 915 915b firm 
HK Wharves Tin 69.50 —$3.50 
Wheelocks Ex D 8.25 8.35 +10¢ 
Providents 14.40 b 15.10 +70¢ 
HK Docks 30 29.70 —30¢ 
Hotels 17.308 17.60 +30¢ 
Lands 59b 61 +$2 
Realties 1.875 1.875 n steady 
Trams 22.30 23 +70¢ 
Yaumatis 102s 103 + $1 
Lights (f.p.) Ex D 21.40 22 +60¢ 
Lights (p.p.) Ex D 16s 16.20 +20¢ 
Electrics 39.75 40 +25¢ 
Telephones 32 32.50 +50¢ 
Cements 34,25 35.25 +$1 
Dairy Farms 18.40 18.60b +20¢ 
Yangtsze 6.30b 6,50 +20¢ 
Watsons 13.20b 13.30 +10¢ 
Nanyang Ex D 7.958 7.85 —10¢ 
Textile 5.90 5.90s steady 
Amal. Rubber 1.90 1.90s steady 

Monday: Docks were again active 
and in early dealings business was 


transacted up to $303 but towards noon 
the shares eased fractionally on profit- 
taking and closed at the day’s low. The 
market was otherwise quiet and feature- 
less. The turnover for the day amount- 
ed to approximately $790,000. Tues- 
day: The market was featureless but 
steady. The turnover amounted to ap- 
proximately $500,000. Wednesday: Al- 
though the market was quiet, Some 
shares moved fractionally higher. At 
the close, the undertone appeared a 
shade firmer. The turnover amounted 
to approximately $420,000. Thursday: 
Following Wednesday’s firmer tendency, 
further small gains were registered. 
Business was on a moderate scale with 
the turnover amounting to approximate- 
ly $600,000. Friday: Selective buying 
in current favourites and a shortage of 
scrip in some counters caused an up- 
ward movement in most stocks. The 
market closed on a generally healthier 
tone and the turnover amounted to ap- 
proximately $880,000. 


Through agents in HK, China also offer- 
ed 1.2 million tons of rice to Malaya at 
prices below Thai and Burmese rice. 
In Malaya, an all-Chinese syndicat2 was 
recently formed to import M$6 million 
worth of textiles from China annually 
foy sale in Malaya and for shipment to 
Indonesia. On the local market China 
was keen in fertilizers in addition to 
her selective purchases in metals and 
pharmaceuticals, Imports from China 
during the week included woodoil, tea- 
seed oil, peanut oil, cassia oil, beans, 
oil seeds, tea, eggs, live hogs and sheep, 
rosin, bristles, fruits and other staples 
and foodstuffs. 


Taiwan Trade: Taiwan's purchases 
of pharmaceuticals from here covered a 
wider scope. Sugar constituted the 
bulk of her exports to HK. According 
to the trading authorities in Taiwan, 
Nationalist China is going to tighten 
her control of imports of consumer 
goods at the beginning of 1956. Under 
the new measure to coordinate with the 
government policy of self-help and 
austerity, Taiwan will buy more indus- 
trial equipment and raw materials to 
boost her home industries. 


Japzn Trade: The trade negotiation 
between Japan and West Germany will 
be resumed next month. Tokyo was 
considering to lift the steel export ban 
and to import 200,000 tons of rice from 
Burma. On the local market, Japan’s 
demand for China produce and metal 
scraps remained strong. 


Korea Trade: The 5th foreign ex- 
change allocation was made by lottery 
as applications exceeded the amount of 
funds available. On the local market 
Korea intensified her purchase of paper, 
pharmaceuticals and industrial chemi- 
cals. Seoul announced at the end of 
the week that it would end the four- 
month-old ban on trade with Japan on 
January 1, 1956. The Korean Govern- 
ment last August 18 issued a blanket 
ban on trade with Japan, including con- 
tracts concluded before that date. 


Indonesia Trade: Indonesia has 
started a 5-year economic construction 
plan and the Indonesian Consulate 
General here announced that foreign 
investments would be welcomed. Mean- 
while Djakarta set up new regulations 
governing the imports of'machinery for 
factory use. Shipments from here to 
Indonesia during the week included cot- 
ton textiles and knitted goods. 


Thailand Trade: Bangkok was con- 
sidering to remove import restrictions 
on 23 commodities including match, 
enamelware, paint, textiles, cement, au- 
tomobiles and cotton yarn. A branch 
office of tthe Bank of Thailand was es- 
tablished in Tokyo on December 10th to 
facilitate the settlement of trade ac- 
counts between Thailand and Japan. 
Rice in Thai market scored a 10% price 
gain following Thailand’s agreement to 
supply 100,000 tons to Indonesia. Im- 
ports of Thai rice and other farm pro- 
duce registered increases while exports 
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to Thailand consisted mainly of enamel- 
ware, paper and yarns. 


Indochina Trade: Shipments of na- 
tive produce from Cambodia to Hong- 
kong showed improvements. Trading 
between Hongkong and Vietnam also 
increased with stronger demand from 
Saigon tur foodstuffs and other popular 
items. 


Philippine Trade: Trade between 
Hongkong and the Philippines remain- 
ed slow as the barter business failed to 
improve. It was, however, rumoured 
that there might be a barter shipment 
of 2.700 tons of Philippine sugar to 
Hongkong within this month. 


Burma Trade: Prices of imports 
went up in Burma recently on account 
of low stocks and import nestrictions. 


Other Countries: Brazil was plan- 
ning to establish a special organization 
in Hongkong to push the sales of raw 
cotton. A trade pact between Ceylon 
and Czechoslovakia was signed last 
week providing for trade between the 
two countries of about £2 million an- 
nually each way. Items available for 
export from Czechoslovakia include ma- 
chinery of all kinds, motor cars, _bi- 
cycles, rolling stock, chemical products 
and precision instruments. ‘Ceylon’s 
exports undef the pact include tea, rub- 
ber, coconut products, spices and gra- 
phite. 


China Produce: The market was 
active with steadv demand from S.E. 
Asia. Japan and Europe. Citronella oil 
85/85% of Taiwan origin was verv 
popular and advanced further; 30/80% 
oil of China origin made its initial ap- 
yearance here. Woodoil was bought 
by Japan. and aniseed oil by New Zea- 
land and Europe. both at.steady prices. 
Camphor oil and peppermint oi] were 


confined to local trading with prices 


unchanged. Green pea was favoured 
by Japan and Canada, yellow bean by 
Austraiia, black bean by Indochina, and 
broad bean by local farmers, all ‘with 
slight price gains. Groundnut kernel 
remained brisk on substantial orders 
from Switzerland; raw silk gained on 
demand from Europe and S.E. Asia; 
rosin advanced on short stock and sell- 
ing resistance; while dried ginger re- 
mained steady on purchases by Europe 
and Africa. Spun silk. camphor pow- 
der and menthol crystal were favoured 
by Indonesia; turmeric and dried chilli 
by Near East; galangal and arsenic by 
India. Bitter almond dropped further 
as export demand waned; antimony de- 
clined due to drop in China’s export 
floor price; cassia lignea failed to im- 
prove on better business; while black 
sesame enjoyed limited local demand. 


Metals: Local dealers booked more 
indents to replenish stocks. Trading 


remained brisk and a big order for mild 


steel] round bars from Pakistan was 
under negotiation. Mild steel plate re- 
corded bulk trading at improved prices; 
mild steel round bars enjoyed keen local 
demand; mild steel angle bars were 
favoured by Taiwan and short stock 
Stimulated the price; mild steel shaft 


and square bars registered local brsi- 
ness. Tin moved up due to short sup- 
ply; tin plate was active and firm; tin 
plate waste waste chartered a mixed 
trend. Galvanized iron pipes, sheets, 
and wire were all steady; the first two 
recorded exports to S.E. Asia. Metal 
scraps remained a favourite with 
Japan; salvaged steel plates were in 
acute shortage. Black plate waste 
waste and steel wire rope registered 
better prices on improved demand. 
Aluminium sheets were purchased by 
Thailand; price was firm. Baling hoops 
were depressed by new arrivals from 
Japan; while emery powder failed to 
improve on purchases by China on ac- 
count of heavy stock. 


Paper: Korea and S.E. Asia were 
still the leading buyers of the ~ local 
market; the latter was particularly keen 
in transparent cellulose paper. News- 
print in reels drew renewed _ orders 
from Korea and short stock of the re- 
quired specification turned the buyers 
to near-forwards. Tissue paper was 
also short; and Korea negotiated for 
direct shipments from producing 
sources. Transparent cellulose paper 
improved on Japan’s higher indent and 
Indonesia’s steady absorption. Prime 
white glassine and MG white sulphite 
were favoured by Korea and_ both 
moved up on higher cost. Cigarette 
vaper in reams gained on short stock. 
Local demand for popular items re- 
mained strong. 


Industrial Chemicals: There were 
more enauiries than orders from Korea 
and Cambodia; prices in general were 
weak. On the other hand, formalin ad- 
vanced on Korean absorption; titanium 
dioxide improved on acute shortage; 
sodium cyanide gained slightly on pur- 
chases bv Taiwan and Korea. Bleach- 
ing powder was favoured by Thailand, 
copper sulphate by Indochina, and shel- 
lac and gum copal by Taiwan. Other 
items advanced on low’ stock were 
stearic acid, sodium bichromate, and 
montan wax. Sodium nitrate, sodium 
sulphide. rongalite C lump, carbon black. 
citrie acid, linseed oi], zine chloride and 
borax granular registered only limited 
local business. 


Pharmaceuticals: The market was 
stimulated by keen demand from Tai- 
wan and Korea; the former purchased 
calci-ostelin, ascorbic acid powder, eum 
tragacanth powder, bromides, chloro- 
form, vitamin B1 powder, quinine ethyl- 
carbonate, caffeine alkaloid, nicotina- 
mide, and neosalvarsan ampoules; and 
the latter favoured santonin erystal and 
glucose powder. Local demand _ in- 
cluded PAS powder, saccharine crystal, 
sulfathiazole powder, dihydro-strento~ 
mycin, saccharum lactose, and penicillin 
preparations. Prices remained steady. 


Cotton Yarns & Textiles: The yarn 
market enjoyed better local de- 
mand. Shortage in stock limited spot 
trading but attracted indent bookings. 
Hongkong yarn was firm throughout the 
week; Indian yarn was first active but 
later declined under new arrivals; Paki- 
stan yarn lacked improvement; Japan- 
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ese yarn dipped slightly; and Japanese 
staple fibre yarn remained bearish. 
Sluggishness prevailed over the textile 
market during the week. Indonesian 
demand appeared saturated while orders 
from UK increased. 


Rice: The market was active ana 
despite heavy arrivals, prices firmed as 
a result of higher indent prices for cer- 
tain categories of Thai products. 


Sugar: Enquiries from Vietnam and 
selling resistance of dealers here kept 
prices steady. New arrivals from Tai- 
wan had little effect on the local mar- 
ket as most of the shipments were sold 
in advance. 


Cement: The market was dull on 
account of heavy stock and slow de- 
mand. Traders were cautious in book- 
ing new supplies from Japan even with 
the attractive black-market rebates, 
ranging from 5% to 6% offered by 
Japanese exporters. 


Marine Products: Seasonal demand 
from Thailand and Vietnam stimulated 
the market during the week. Items 
traded covered .cuttle fish, shark’s fin, 
awabi, dried oyster, dried squid, and 
dried shrimp, all at steady prices. 


Sundries: Market during the week 
recorded keen demand from- Indonesia 
and Singapore for Japanese sundry 
goods such as handkerchiefs, lighters, 
rayon hair net, razor blade, scissors, 
sewing needles, slide fasteners, and 
cotton rubber bands. Prices of most 
sundry provisions receded as export de- 
mand waned; the only exceptions were 
olive seeds, black fungus, ham, and 
bamboo shoots which enjoyed seasonal 
local demand. 


Miscellaneous: Leathers turned quiet 
as Taiwan and local demand receded; 
glass registered more local sales than 
exports; woollen yarn was confined to 
local purchases; groundnut oil 


was 
brisk with substantial turnovers and 
price gains. Godown business’ im- 
proved this year on better entrepot 


trade in rice, sugar, cotton goods and 
fertilizers, 


Hongkong Products: Hongkong 
products exported during November 
amounted to HK$65,058,015 showing an 
increase of 8.3% over the same month 
last year, The bleaching factories here 
were very much occupied last week in 
expediting deliveries of piece goods to 
S.E. Asia. Enquiries were received 
from West Africa for shirts, enamel- 
ware, umbrella and sundries. 


